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1 INTRODUCTION

2 =Q_

3

4

5

Please state your name, occupation, and business address.

My name is William A. Rigsby. I am a Public Utilities Analyst V employed

by the Residential Utility Consumer Office ("RUCO") located at 1110 w.

Washington, Suite 220, Phoenix, Arizona 85007.

6

7

8

9

10

Please describe your qualifications in the field of utilities regulation and

your educational background.

Appendix 1 of my direct testimony describes my educational background

and also includes a list of the rate cases and regulatory matters that I have

11 been involved with.

12

13

14

15

16

17

Please state the purpose of your testimony.

The purpose of my testimony is to present RUCO's positions and

recommendations on two issues that the Arizona Corporation Commission

("ACC" or "Commission") ruled on in Decision No. 71308, dated October

21, 2009, which are now being reheard under A.R.S. § 40-252 and A.R.S.

18 §40-253 ("Rehearing").

19

20 What two issues are the subjects of this Rehearing?

21

22

The first issue involves the recovery of legal expenses associated with

Chaparral's appeal of Decision No. 68176, dated September 30, 2005,

A.

A.

Q.

A.

A.

Q.

Q.

1
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1 ("Remand Proceeding") which

2

and a subsequent remand hearing'

resulted in Decision No. 70441, dated July 28, 2008. The second issue

3 involves the ratemaking treatment of monetary proceeds that were

4

5

received by Chaparral as part of a settlement agreement that was reached

between the Company and the Fountain Hills Sanitary District ("FHSD").

6

7

8

g

10

11

12

13

to

Have you filed any prior testimony in this case on behalf of RUCO?

Yes I have. On September 30, 2008, I fi led direct testimony on

Chaparral's application for a permanent rate increased ("Application")

which was filed with the Commission on September 26, 2007. My direct

testimony addressed Chaparral 's request for the recovery of legal

expenses in connection with the appeal of Decision No. 68176, which is

one of the two issues being reheard in this proceeding, On November 20,

2008 l filed surrebuttal testimony on this same issue and l also testified on

15

16

17

18

19

it during the evidentiary hearing which was held at the ACC's Phoenix

Office on December 8, 9 and 10, 2008, and January 8 and 9, 2009. I was

also present during the March 18, 2010 ACC Staff meeting when the

Commission voted to proceed with this rehearing under both A.R.S. § 40-

252 and A.R.S. § 40-253.

1 Docket No. W-02113A-04-0616

2 Docket No. W-02113A-07-0551

A.

Q.

2
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1

2

3

4

Did RUCO also file testimony on the FHSD settlement agreement issue?

Yes. That issue was addressed in the surrebuttal testimony of RUCO

witness Timothy J. Coley, who also testified on behalf of RUCO during the

evidentiary hearing on Chaparral's Application.

5

6

7

8

9

Will Mr. Coley be testifying in this proceeding?

No. For the purposes of this rehearing I have adopted Mr. Coley's prior

surrebuttal testimony that pertains to the FHSD settlement agreement and

will address both issues during this Rehearing.

10

11 I

I

12 A.

13

14

15

16

17

How is your Rehearing testimony organized?

My Rehearing testimony contains four parts: the introduction that I have

just presented; a summary of RUCO's recommendations on the two

issues that are being addressed in this proceeding, a section on the

recovery of legal expenses in connection with the Remand Proceeding,

and a section on the ratemakirig treatment of monetary proceeds that

were received by Chaparral under the FHSD settlement agreement.

18

19

20

21

22

A.

Q.

Q.

A.

Q.

3
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1 SUMMARY OF TESTIMONY AND RECOMMENDATIONS

2 Please summarize the recommendations that you will address in your

3

4

5

6

Rehearing testimony.

RUCO contends that the Commission appropriately and accurately

decided the two issues pending in this Rehearing. Decision No. 71308

should not be further amended.

7

8 Recoverv of Lecial Expenses Associated with the Appeal of Decision No.

9 68176

10

11

12

I am recommending that the Commission continue to reject

Chaparral's request for recovery of legal expenses attributed to both the

Appeal of Decision No. 68176 and the subsequent Remand Proceeding.

This recommendation is consistent with RUCO's position during

13

14

Chaparral's rate case proceeding and was adopted by the Commission in

Decision No. 71308.

15

16 FHSD Settlement Agreement Proceeds - I am recommending that the

17

18

19 This recommendation is

20

Commission continue to treat 100 percent of the FHSD settlement

proceeds as a regulatory liability in the amount of $1,216,000 to be

deducted from the Company's rate base.

consistent with ACC Staff's original recommendation prior to the

21 evidentiary hearing on the Company's Application, is consistent with

A.

Q.

4
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1 RUCO's position since the surrebuttal phase of Chaparral's rate case

2 proceeding, and was adopted by the Commission in Decision No. 71308.

3

4
5
6
7

RECOVERY OF LEGAL EXPENSES ASSOCIATED WITH THE APPEAL OF
DECISION no. 58176

8

g

10

11

When was the issue of the recovery of legal expenses associated with the

appeal of Decision No. 68176 originally addressed?

The issue was originally addressed during the Remand Proceeding of

Docket No. W-02113A-04-0616, that was conducted as a result of

Chaparral's appeal of Decision No. 68176 and which resulted in Decision

12

13

14

No. 70441. During the Remand Proceeding the Company sought

recovery of $100,000 in legal expenses incurred after the Commission

issued Decision No. 68176. In Decision No. 70441 (the Remand

15

16

17

Decision), the Commission elected not to adopt Chaparral's request,

concluding that the Company could seek recovery of the legal expenses

associated with the appeal of Docket No. W-02113A-04-0616 in

18

19

20

21
I

22

23

Chaparral's pending permanent rate case proceeding (Docket No. W-

02113A-07-0551), which had been suspended pending the outcome of the

Remand Proceeding.

Upon the resumption of the Company's permanent rate case proceeding,

Chaparral filed supplemental testimony seeking to recover $258,511 out of

a total amount of $520,000 in legal expenses attributed to both the

24

Q.

A.

Company's appeal of Decision No. 68176 and the subsequent Remand
5
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1

2

3

Proceeding. In addition to the $258,511, the Company sought $280,000

of rate case expense for the permanent rate case, Docket No. W-02113A-

07-0551 and testified to having spent $30,000 for negotiation of the FHSD

4 settlement.

5

6 Q.

7

8

What was RUCO's recommendation regarding the Company's request?

Although RUCO did not oppose the Compar\y's request for $280,000 rate

case expense for the permanent rate case, or the $30,000 award of rate

9

10

case expense for negotiation o f  t h e FHSD settlement, RUCO

recommended that the Commission reject Chaparral 's request for

11

12

13

14

15

16

17

18

19

20

21

recovery of an additional $258,111 in legal expenses attributed to both the

appeal of Decision No. 68176 and the subsequent Remand Proceeding.

RUCO bel ieved then, as i t sti l l  does now, that Chaparral made a

conscious business decision to appeal Decision No. 68176 for the sole

benefit of its shareholders and that the Company should have weighed all

of the possible risks associated in obtaining a satisfactory decision from

both the Court of Appeals and the Acc. RUCO took the position that

Chaparral should have also taken into consideration what a possible

outcome could mean in terms of obtaining its desired level of operating

income. The chain of events that caused Chaparral to incur the legal

expenses that it sought to recover from captive ratepayers was directly

A.

6
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1 attributed to the Company's business decision to appeal Decision No.

2 68176.

3

4 Q.

5

Did the Administrative Law Judge ("ALJ") assigned to the case adopt

RUCO'S recommendation in her Recommended Opinion and Order?

6 No. In her Recommended Opinion and Order issued on November 25,

7

8

g

2009, the ALJ assigned to the case adopted ACC Staff's recommendation

that Chaparral be permitted to recover $100,000 in legal fees attributed to

both the appeal of Decision No. 68176 and the Remand Proceeding.

10

11

12

Did RUCO file exceptions to the Recommended Opinion and Order?

Yes. In RUCO's exceptions, filed on October 2, 2009, RUCO argued that

13

14

permitting utilities to recover their rate case expense for an appeal

intended solely to benefit shareholders leaves utilities with the expectation

15

16

17

18

19

20

21

that they can pursue any lawsuit with no worry of the costs associated

therewith because captive ratepayers will pick up the tab.

RUCO also argued that a policy which compensates utilities for the pursuit

of shareholder lawsuits encourages a lack of restraint and undermines the

appropriate cost benefit analysis of the risks and benefits of litigation. The

fact that the Company spent $500,000 to recover an additional $12,000 in

required revenue could not be clearer proof of RUCO's concerns.

A.

Q.

A.

7
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1

2

RUCO further argued that since the Court of Appeals did not award

attorneys fees to Chaparral, the Company should not be allowed to do so

3 as rate case expense.

4

5 Did the Commission adopt the ALJ's recommendation in their final

6 Decision on the Chaparral rate case proceeding?

7 Partly. The Commission granted the Company $280,000 in rate case

8

g

10

11

to

13

14

expense for the permanent rate case. The Commission rejected the ALJ's

recommendation of $100,000 of rate case expense for the appeal and

remand proceedings, but granted $30,000 for fees and expenses

associated with negotiation of the FHSD settlement. During the Regular

Open Meet ing held on October  8,  2009,  an amendment to the

Recommended Opinion and Order was introduced by Commissioner Gary

Pierce which adopted RUCO's recommendation to reject Chaparral's

15

16

request for recovery of legal expenses associated with both the appeal of

Decision No. 68176 and the Remand Proceeding. The amendment

17 offered the following language:

18
19
20
21
22
23
24
25
26
27
28

"Although we find that the Commission has authority to award attorneys
fees to the Company for the appeal and the remand proceeding, we
decline to do so under these circumstances. The Company spent more
than $500,000 to recover an additional $12,000 in operating income.
While no one disputes the Company's right to pursue whatever legal
recourse it wants to pursue, we believe the Company should maintain a
proper perspective of the costs and benefits associated therewith. in
order to ensure the Company undertakes the appropriate analysis of the
risks and benefits of litigation, we will not allow the Company to impose
the costs of its appeal upon captive ratepayers."

A.

Q.

8
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1

2 Yes.

3

4

5

6

Did the Commission adopt Commissioner Pierce's proposed amendment?

By a vote of 4 to 1 the f ive ACC Commissioners adopted

Commissioner Pierce's proposed amendment that denied Chaparral the

recovery of legal expenses associated with both the appeal of Decision

No. 68176 and the Remand Proceeding. The language from the

amendment cited above can be seen on lines 5 through 12 of page 28 in

7 Decision No. 71308 dated October 21, 2009.

8

g

10

Has RUCO changed its position on the recovery of legal expenses

associated with both the appeal of Decision No. 68176 and the Remand

11

12 A.

13

14

15

Proceeding?

No. For all of the reasons stated in RUCO's prior testimony, legal briefs

and exceptions cited above, RUCO believes that the Commission made

the correct decision to deny Chaparral the recovery of legal expenses

associated with both the appeal of Decision No. 68176 and the Remand

16

17

18

19

20

Proceeding. Furthermore, as stated in my direct testimony filed during the

rate case proceeding, RUCO believes that Chaparral's Decision to appeal

Decision No. 68176 was made strictly to increase the Company's

operating income for the benefit of Chaparral's shareholders. Therefore, it

is not reasonable for the Company to ask ratepayers to pay the expenses

21 associated with the appeal and Remand Proceeding. In addition, the

22 $258,511 rate case expense that the Company seeks to recover in this

Q.

A.

Q.

9
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rehearing is excessive and not reasonable for the appeal and Remand

Proceeding.

RUCO also believes that Chaparral's rate case proceeding produced a

complete record and a body of evidence that allowed the Commission to

set rates that would generate an appropriate level of revenue to cover the

Company's operating expenses and provide Chaparral with the

opportunity to realize its authorized rate of return. As l stated in my direct

testimony, if the Company had not pursued an appeal of Decision No.

68176, it would have realized $520,000 in funds that would not have been

spent on costly litigation that only provided Chaparral with $12,143 more

than what was originally authorized in Decision No. 68176. RUCO

believes that the Commission should continue to deny the Company's

request for recovery of the legal expenses associated with both the appeal

of Decision No. 68176 and the Remand proceeding.

16 But a company have the due process r ight to appeal  a

Commission decision if it believes the Commission made the wrong

doesni

decision?

Absolutely_

21 And aren't these costs associated with such an appeal?

Yes.

Q.

Q.

10
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Q

1
|
|
I

2 A.

3

4

5

6

7

8

So why shouldn't the party recover those expenses?

RUCO supports a Commission's decision to allow a company to recover

reasonably incurred expenses. However, it is impossible for RUCO to

conclude that it was reasonable for the company to incur over $500,000 in

legal fees for $12,000 in additional operating income. The imbalance of

risk versus reward is staggering. Furthermore, allowing recovery of the

appeal and remand costs will signal to every utility that they can get a

"second bite of the (rate raking) apple" without any financial repercussion.

9

10

11

But didn't the Company win on appeal?

I wouldn't call it a win. The Court remanded the matter to the Commission

12

13

14

for further determination. The Court stated that "if the cost of capital

analysis is not the appropriate methodology to determine the rate of return

to be applied to FVRB, the Commission has the discretion to determine

15 the appropriate methodology".

16

17 Didn't the Commission in Decision No. 70441 indicate it would allow

18

19

recovery of these costs in the permanent rate case?

The Commission did not bind itself to awarding these costs, while

20

21

Decision No. 70441 deferred any decision on cost recovery and did allow

the Company to seek recovery of these costs in the permanent rate case,

A.

A.

Q.

Q.

Q.

11
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1

2

the Order clearly states that the Commission would have to make "a

determination to their appropriateness and reasonableness".3

3

4 The Commission determined these costs - which incidentally grew from

5 $100,000 to $258,111 since the conclusion of the Remarked proceeding

6 were neither appropriate nor reasonable.

7

8 RUCO beeves the Commission made the right decision.

9

10 FHSD SETTLEMENT AGREEMENT PROCEEDS

11

12

13

14 I

15

16

17

18

19

20

Please provide a brief background on this issue.

This issue involved FHSD's need to drill an aquifer storage and recovery

well in close proximity to Chaparral's well #9, requiring Chaparral to take

well #9 out of service. According to the direct testimony of Company

witness Robert N. Hanford, Chaparral's prior owner subsequently entered

into negotiations with FHSD to arrive at a well exchange agreement.

Under this agreement, FHSD would supply Chaparral with a new well with

similar production and water quality to well #9. According to the

Company, well #9 was to be taken off-line and physically isolated from the

system when FHSD's new aquifer storage and recovery well came online.

3 Decision No. 70441 p. 39

A.

Q.

12
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1

2

3

4

5

6

7

8

Unfortunately, FHSD was unable to provide Chaparral with a well that

could provide the Company with satisfactory production. The Company

eventually reached a settlement agreement with FHSD for $1.52 million.

Under the terms of the settlement agreement, Chaparral agreed to stop

using two wells: well #9, and well #8, which, according to Mr. Hanford,

was never used as a potable source of water. The Company also gave

the FHSD an option to purchase approximately 10,000 square feet of real

property on which well #8 is located.

g

10

11

How did Chaparral propose to treat the $1.52 million in proceeds of the

settlement agreement?

12

13

Chaparral proposed that the $1 .52 million in settlement agreement

proceeds be shared on a 50/50 basis with the Company's ratepayers over

14 a ten-year period. This resulted in a reduction of $760,000 to the

15 Company's proposed rate base.

16

17

18

19

20

Did RUCO initially oppose Chaparral's proposal?

Initially no. RUCO did not address the issue in the direct testimony of Mr.

Timothy J. Coley. In making its decision not to oppose Chaparral's

proposal during the direct testimony phase of the proceeding, RUCO had

A.

Q.

Q.

A.

13
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1

2

3

4

5

B

relied on a prior Commission decision'* which had adopted RUCO's

recommendation for a 50/50 sharing of the proceeds of a settlement

agreement between Arizona Water Company and a consortium of copper

mining companies, known as the Pinal Creek Group, that had entered into

a consent decree with the Arizona Department of Environmental Quality

("ADEQ") over water contamination in the Miami, Arizona area.

7

8

9

10

11

What position did ACC Staff take on Chaparral's proposed treatment of

the $1 .52 million in settlement agreement proceeds?

In his direct testimony, ACC Staff witness Marvin E. Millsap recommended

that the Company's ratepayers receive 100 percent of the $1.52 million in

12

13

14

15

settlement agreement proceeds over a ten-year period beginning in 2005.

Mr. MilIsap's recommendation was reflected in his Rate Base Adjustment

#1, displayed on Schedule MEM - 5, which took into account two prior

years of amortization and reduced the Company-proposed rate base by

16 an additional $570,000, thus providing ratepayers with the full amount of

17

18

the $1.52 million in settlement proceeds over the remaining eight years of

the amortization period. Mr. Mi l lsap also made the appropriate

19 corresponding adjustment to Chaparral's depreciation and amortization

20 expense to reflect the annual amortization of the reduction to rate base.

4 Decision No. 66849, dated March 19, 2004

A.

Q.

14



Direct Testimony of William A. Rigsby
Chaparral City Water Company, Inc.
Docket No. W-02113A-07-0551

1

2

What was ACC Staff's rationale for allowing Chaparral's ratepayers to

receive 100 percent of the $1.52 mil l ion in settlement agreement

3

4

5

6

7

8

Q

10

11

12

13

14

15

16

17

18

19

20

proceeds?

Mr. Mi l lsap stated on page 5 of his direct testimony that a close

examination of the transaction between Chaparral and FHSD revealed

that no transfer of property had occurred (typically, gains or losses on the

sale of utility assets are shared on a 50/50 basis between ratepayers and

a utility). Mr. Millsap went on to state that in ACC Staffs opinion, the

transaction was not a sale of assets, and that a 50/50 sharing of the

settlement proceeds was inappropriate. On pages 13 through 15 of his

direct testimony, Mr. Millsap supported this rationale by explaining how

Chaparral  continued to own wel l  #8 and wel l  #9 which are ful ly

depreciated (meaning that the Company had fully recovered their costs

through depreciation expense that was included in rates), and how the

$1.52 million in settlement proceeds represented compensation for an

equivalent cost of water to replace the amount that well #9 would have

produced over the remainder of its useful life (a cite from Company

witness Hanford's direct testimony). Mr. Millsap further explained how the

loss of lower cost groundwater from well #9 would have to be replaced

with higher cost Central Arizona Project ("CAP") water.

21

22

A.

Q.

15
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1 What was RUCO's reaction to ACC Staff's recommendation during the

rebuttal phase of the proceeding?

RUCO found ACC Staff's recommendation oompeliing.

evaluated its decision opposing Chaparral's proposed treatment of the

settlement proceeds and decided to adopt ACC StafFs position. RUCO's

adoption of ACC Staff's position was subsequently presented in the

surrebuttal testimony of RUCO witness Timothy J. Coley.

RUCO re-

9 What was ACC Staff's position on the treatment of the settlement

proceeds during the rebuttal phase of the proceeding?

in Mr. Millsap's surrebuttal testimony, ACC Staff rejected the arguments

presented in Mr. and continued toHanson's rebuttal testimony,

recommend that the Company's ratepayers receive 100 percent of the

$1 .52 million in settlement agreement proceeds.

16 Did RUCO support the position presented in ACC Staffs pre-fi led

testimony during the evidentiary hearing on Chaparral's Application?

Yes. During the evidentiary hearing on Chaparral's Application, RUCO's

witness Mr. Coley testified under oath that RUCO had adopted the

position presented in ACC Staff's pre-filed testimony.

Q.

Q.

Q.

16
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1 Did ACC Staff's witness Mr. Millsap testify in support of the position, that

the Company's ratepayers receive 100 percent of the $1.52 million in

settlement agreement proceeds, during the evidentiary hearing on

Chaparrals' Application?

No. During direct examination by ACC Staffs attorney, Mr. Millsap stated

under oath that a "policy decision" had been made for ACC Staff to adopt

the Company-proposed sharing of the $1 .52 mil l ion in settlement

proceeds and that any profit on the sale of wells #8 and #9 would be split

on a 50/50 basis between Chaparral and its ratepayers. On the second

day of his appearance as a witness for ACC Staff, Mr. Millsap stated

during cross-examinatiori by RUCO's attorney that he had been informed

of the policy decision from the Director's Office during the afternoon of the

first day that he appeared as a witness.

15 Did Mr. Millsap provide any rationale as to why the Company's position

had been adopted by the Director's Office just prior to his appearance as a

witness?

No, he did not.

Q.

O.

Hearing transcript Volume II, pages 351 and 352

17
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1

2

Did the ALJ adopt ACC Staff's revised position on the $1.52 minion in

settlement proceeds?

3 Yes. In her Recommended Opinion and Order issued on November 25,

4

5

2009, the ALJ adopted ACC Staffs revised position that split the $1.52

million in settlement proceeds on a 50/50 basis.

6

7

8

9

10

Did RUCO file exceptions to the Recommended Opinion and Order?

Yes. On October 2, 2009, RUCO filed exceptions to the Recommended

Opinion and Order. RUCO argued in its exceptions that the Company has

received the full return of its investment of wells #8 and #9 through

11

12

13

depreciation expense. Although Company witness Mr. Hanford, may have

testified inconsistently on the issue in his response to Staff Data Request

MEM 7.3, Mr. Hanford admitted unequivocally:

14
15
16

"...both wells were constructed over 36 years ago and have been fully
depreciated and have no impact on rate base in the instant case."

17

18

RUCO also argued that the Company had acknowledged that it has been

receiving a return on its investment in Wells 8 and 9 for more than a 30-

19

20

year depreciation period. Mr. Hanford admitted that both welts are fully

depreciated, the Company has received i ts return on and of the

21 investment. Mr. Hanford admitted that the $1.52 million dollars was

22

23

compensation for the cost to replace the amount Well 9 would have

produced over the remainder of its useful life.

A.

A.

Q.

Q.

'18
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1

2

3

4

5

6

7

RUCO further argued that unlike the Pinal Creek Group settlement noted

earlier, which provided with Arizona Water Company ratepayers with the

benefit of future quantities of water for a number of years, the settlement

agreement reached between Chaparral and FHSD did not provide the

Company's ratepayers with replacement wells or an assurance of the

benefit of future quantities of water. As a result, Chaparral's ratepayers

will have to pay for replacement water.

8

9 Are Chaparral's ratepayers paying for additional CAP water in this case?

10 A. Yes.
I

11

12 Q.

13

14

15

16

17

18

Did the Commission adopt the Company-proposed sharing of the $1.52

million in FHSD settlement proceeds?

No. During the Regular Open Meeting held on October 8, 2009, an

amendment to the Recommended Opinion and Order was introduced by

Commissioner Gary Pierce which adopted RUCO's recommendation to

provide Chaparral's ratepayers with 100 percent of the $1.52 million in

FHSD settlement proceeds. Commissioner Pierce's amendment offered

19 the following language:

20
21
22
23
24
25

"As RUCO points out and the Company admits, Wells 8 and 9 are fully
depreciated. The Company and its shareholders have received the full
return of and on their investment in Wells 8 and 9 and are entitled to no
more. We are cognizant, however, that the Company spent $30,000 in
attorneys' fees and costs in pursuing the resolution with the FHSD. We
hereby grant $30,000 of the proceeds to the Company for pursuing the

A.

Q.

19



Direct Testimony of William A. Rigsby
Chaparral City Water Company, Inc.
Docket No. w-02113A-07-0551

1
2
3

matter on behalf of ratepayers and allocate the remaining settlement
proceeds to the ratepayers."

4

5

6

Are the ratepayers paying for replacement water?

Yes, since the closing of well #9 residential ratepayers have paid for

replacement CAP water.

7

8 Did the Commission adopt Commissioner Pierce's proposed amendment

9 which adopted RUCO's position?

10

11

Yes. The amendment was passed by the Commission and the language

appears in Decision No. 71308, dated October 21, 2009.

12

13

14

Does RUCO continue to believe that Chaparral's ratepayers should

continue to receive 100 percent of the $1.52 million in FHSD settlement

15

16

17

18

19

20

proceeds?

Yes. RUCO's position has not changed. For all of the reasons cited

above RUCO believes that the facts presented during Chaparral's rate

case proceeding support the Commission's decision to allow Chaparral's

ratepayers to receive 100 percent of the $1.52 million in FHSD settlement

proceeds.

21

A.

A.

A.

Q.

Q.

Q.

20
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1

2

3

4

Does your silence on any of the issues, matters or findings addressed in

the prior testimony of any of the witnesses for Chaparral constitute your

acceptance of their positions on such issues, matters or findings?

No, it does not.

5

6 Does this conclude your testimony?

7 Yes, it does.A.

A.

Q.

Q.

21



Appendix 1

Qualifications of William A. Riqsby, CRRA

EDUCATION: University of Phoenix
Master of Business Administration, Emphasis in Accounting, 1993

Arizona State University
College of Business
Bachelor of Science, Finance, 1990

Mesa Community College
Associate of Applied Science, Banking and Finance, 1986

Society of Utility and Regulatory Financial Analysts
38th Annual Financial Forum and CRRA Examination
Georgetown University Conference Center, Washington D.C.
Awarded the Certified Rate of Return Analyst designation
after successfully completing SURFA's CRRA examination.

Michigan State University
Institute of Public Utilities
N.A.R.U.C. Annual Regulatory Studies Program, 1997 8.1999

Florida State University
Center for Professional Development & Public Service
N.A.R.U.C. Annual Western Utility Rate School, 1996

EXPERIENCE: Public Utilities Analyst V
Residential Utility Consumer Office
Phoenix, Arizona
April 2001 - Present

Senior Rate Analyst
Accounting & Rates - Financial Analysis Unit
Arizona Corporation Commission, Utilities Division
Phoenix, Arizona
July 1999 - April 2001

Senior Rate Analyst
Residential Utility Consumer Office
Phoenix, Arizona
December 1997 - July 1999

Utilities Auditor II and III
Accounting & Rates - Revenue Requirements Analysis Unit
Arizona Corporation Commission, Utiiities Division
Phoenix, Arizona
October 1994 - November 1997

Tax Examiner Technician I I Revenue Auditor II
Arizona Department of Revenue
Transaction Privilege / Corporate Income Tax Audit Units
Phoenix, Arizona
July 1991 - October 1994
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Appendix 1

RESUME OF RATE CASE AND REGULATORY PARTICIPATION

Utility Company Docket No. Type of Proceeding

ICE Water Users Association U-2824-94-389

Rincon Water Company U-1723-95-122

Original CC&N

Rate Increase

Ash Fork Development
Association, Inc. E-1004-95-124 Rate Increase

Parker Lakeview Estates
Homeowners Association, inc. u-1853-95-328 Rate Increase

Mirabell Water Company, Eno. U-2368-95-449 Rate Increase

Bonita Creek Land and
Homeowner's Association U-2'I 95-95-494 Rate Increase

Pineview Land 8.
Water Com party U~1676-96-161 Rate Increase

Pineview Land &
Water Company U-1676-96-352 Financing

Montezuma Estates
Property Owners Association U-2064-96-465 Rate Increase

Houghland Water Company U-2338-96-603 et al Rate Increase

Sunrise Vistas Utilities
Company - Water Division U-2625-97-074 Rate Increase

Sunrise Vistas uriiiiies
Company - Sewer Division U-2625-97-075 Rate Increase

Holiday Enterprises, Inc.
db Holiday Water Company U-1896-97-302 Rate increase

Gardener Water Company U-2373-97-499 Rate Increase

Cienega Water Company W-2034-97-473 Rate Increase

Rincon Water Company W-1723-97-414
Financing/Auth.
To Issue Stock

W-01651A-97-0539 et al Rate IncreaseVail Water Company

Bermuda Water Company, Inc. W-01812A-98-0390 Rate Increase

Bella Vista Water Company W-02465A-98-0458 Rate Increase

Pima Utility Company SW-02199A-98-0578 Rate Increase

2
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RESUME OF RATE CASE AND REGULATORY PARTICIPATION (Cont.)

Utility Company Docket No. Type of Proceedinq

W~01676A-99-0261 WIFA Financing

W-02191A-99-0415

Pineview Water Company

l.M. Water Company, Inc.

Marina Water Service, Inc. W-01493A~99~0398

Tonto Hills Utility Company W-02483A-99-0558

Financing

WIFA Financing

WIFA Financing

New Life Trust, Inc.
db Dateland Utilities W-03537A-99-0530

GTE California, Inc. T-01954B-99-0511

Financing

Sale of Assets

Citizens Utilities Rural Company, Inc. T-01846B-99-0511 Sale of Assets

W-02113A-00-0233 ReorganizationMCO Properties, Inc.

American States Water Company w-02113A-00-0233

W-01303A-00-0327Arizona-American Water Company

Arizona Electric Power Cooperative E~01773A-00-0227

Reorganization

Financing

Financing

T-03777/-00-0575

W-0207/A-00-0482

Financing

WIFA Financing

360networks (USA) Inc.

Beardsley Water Company, Inc.

Mirabell Water Company W-02368A-00-0461 WIFA Financing

Rio Verde Utilities, Inc. ws-02156A-00-0321 et al
Rate Increase!
Financing

W-01445A-00-0749 FinancingArizona Water Company

Loma Linda Estates, Inc. W-022t 1A-00-0975 Rate Increase

w-01445A-00-0962 Rate IncreaseArizona Water Company

Mountain Pass Utility Company SW-03841A-01-0166

Picacho Sewer Company sw-03709A-01-0165

w-03528A-01-0169

Financing

Financing

Financing

W-03861A-01~0167 Financing

W-02025A-01-0-59 Rate Increase

Picacho Water Company

Ridgeview Utility Company

Green Valley Water Company

Bella Vista Water Company w-02465A-01 -0776 Rate Increase

Arizona Water Company W-01445A-02-0619 Rate Increase

3
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RESUME OF RATE CASE AND REGULATORY PARTICIPATION (Cont.)

Utility Company Docket No. Type of Proceedinq

Arizona-American Water Company W-01303A-02-0867 et al. Rate Increase

Arizona Public Service Company E-01345A-03-0437 Rate Increase

WS-02676A--3-0434 Rate Increase

T-0105-1 B-03-D454 Renewed Price Cap

W-021'13A-04-0_16 Rate Increase

Rio Rico Utilities, Inc.

Qwest Corporation

Chaparral City Water Company

Arizona Water Com party W-01445A~04-0-50 Rate increase

Tucson Electric Power E-01933A-04-0408 Rate Review

G-01551A-04-0876 Rate Increase

W-01303A-05-0405 Rate Increase

SW-02361A--5-0657 Rate Increase

Southwest Gas Corporation

Arizona-American Water Company

Black Mountain Sewer Corporation

Far West Water & Sewer Company WS-03478A-05-0801 Rate Increase

SW-02519A-06-0015 Rate Increase

E-01345A-05-0816 Rate Increase

Gold Canyon Sewer Company

Arizona Public Service Company

Arizona-American Water Company W-01303A-05-0718 Transaction Approval

Arizona-American Water Com party W-01303A-05-0405 ACRM Filing

Arizona-American Water Company W-01303A-06-0014 Rate Increase

G-04204A-06-0463 Rate IncreaseUNS Gas, Inc.

Arizona-American Water Com party ws-01303A-06-0491 Rate Increase

E-04204A-06-0783 Rate IncreaseUNS Electric, Inc.

Arizona-American Water Company W-01303A-07-0209 Rate Increase

Tucson Electric Power E-01933A-07-0402 Rate Increase

G-01551A-07-0504 Rate Increase

w-021 "I 3A-07-0551 Rate increase

Southwest Gas Corporation

Chaparral City Water Company

Arizona Public Service Company E-01345A-08-0172 Rate Increase

Johnson Utilities, LLC WS-02987A-08-0180 Rate Increase

Arizona-American Water Company W-01303A-08-0227 et al. Rate Increase

4
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RESUME OF RATE CASE AND REGULATORY PARTICIPATION Cont.

Utility Company Docket No. Type of Proceeding

G-04204A-08-0571 Rate Increase

w-01445A-08-0440 Rate Increase

WS-03478A-08-D608 Interim Rate Increase

UNS Gas, Inc.

Arizona Water Company

Far West Water & Sewer Company

Black Mountain Sewer Corporation sw-02361A-08-0609 Rate Increase

Global Utilities SW-02445A-09-0077 et al. Rate Increase

Litchfield Park Service Company sw-01428A-09-0104 et al. Rate Increase

E-04204A-09-0208 Rate IncreaseUNS Electric, Inc.

Rio Rico Utilities, Inc. WS_02676A-08-09-0257 Rate Increase

Arizona-American Water Company W-01303A-09-0343 Rate InCrease
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EXECUTIVE SUMMARY
CHAPARRAL CITY WATER COMPANY, INC.

DOCKET NO. W~02113A-07-0551

Chaparral City Water Company, Inc. ("Chaparral City" or "COmpany") is an Arizona-
based corporation that provides water utility service to the Town of Fountain Hills which is
located along the eastern city limits of Scottsdale within Maricopa County. The Company
served approximately 13,500 customers during the test year ended December 31, 2006. The
Company's current rates were approved in Decision No. 68176, dated September 30, 2005, and
became effective on October I, 2005. Chaparral City's sole shareholder is American States
Water Company, which is publicly traded on the New York Stock Exchange.

The Company proposes rates that would produce operating revenue of $10,515,017 and
operating income of $2,681,268 for a 9.32 percent rate of return on a fair value rate base
("FVRB") of $28,768,975. The Comply's proposal would increase annual operating revenues
by $3,068,311 or 41.20 percent, over test year wvenum of $7,446,'/00. Urdu the Comply's
proposed rates, the average residential %-Mch meter customer consuming 8,450 gallons per
m m word experience an $11.79, or 36.41 percent, increase in Mum momMy bill Mm
$32.37 m JO.

Staff recommends total annual operating revenue of $9,181,965 and operating income of
$2,055,831 for a 7.60 percent rate of return on a FVRB of $27,050,414. Staffs recommended
revenue represents an increase of $1,735,265, or 23.30 percent, over rest year revenues of
$'7,445,700. Under Stairs recommended rates, the average residential %~inch meter customer
consuming 8,450 gallons per month would experience a $4.09, or 12.63 percent, increase in
his/her monthly bill Nom $32.37 to $36.46.

Staff's recommended rates would have a residential 3 f4~i11ch meter customer consuming
the median usage of 5,500 gallons per month paying $27.85, or $2.91 more than the current
$24.94 for a 11.67 percent increase. By comparison., a residential 3;/4-inch meter customer
consuming the median usage of 5,500 gallons per month under the Company's proposed rates
would be billed $34.03, or $9.09 more than the current $24.94 for a 36.43 percent increase.
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Q,

A.. My name is Marvin E. Millsap. I am a Public Utilities Azmallyst W employedby the

Arizona Corporation Commission ("ACC" or "Commission") 'm the Utilities Division

("Staff"). My business address is 1200 West Washington Street, Phoenix, Arizona 85007.

INTRODUCTION

Please state your name, occupation, and business addrms.

Q-

A.

Briefly describe your responsibilities as a Public Utilities AnalystIV.

In my capacity as a Public Utilities Analyst IV, I analyze and examine accounting,

Enencial, statistical and other information and prepare reports based on my analyses that

present Staff's recommendations to the Commission on utility revenue requirements, rate

design and other matters.

Q. Please describe your educational background and professional experience.

1

2

3

4

5

6

7

8

g

10

11 I

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

A. IN 1991, I received a Masters degree in Business Adnniuistllzttion, with a major in

managemait. My studies included coses 'm economics, finances research, information

systems, cntrepreneiunship and marketing. In 1970, I graduated item Arizona State

University, receiving a Bachelor of Science degree 'm Accounting. I am a Certified Public

Accountant licensed to practice Public Accounting with the Arizona State Board of

Accountancy. I have previously been licensed to practice Public Accounting with the

Kansas and South Carlina State Boards of Accountancy. In addition, I am a Certified

Government Financial Manager ("CGFM') as designated by the Association of

Government Aecolllltants ("AGA"). I have attended various seminars and classes on such

subjects as accouuuwting, auditing, Einancial reporting, management of people and

organizations, taxation, tiuauncing of water and wasnewam systems and utility regulatory

issues sponsored by the National Association of Regulatory Utility Comlnissioners',

American Institute of Cerdfid Public Accountants and the AGA. lam a mender of the
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1

2

3

4

5

6

7

8

9

10

American Institute of Certified Public Accountants and the Association of Government

Accountants. I have also artaincd the designations of "Competent Communicator" and

"Competent Leader" with Toastmasters, Intemamional.

11

12

13

I joined the Commission as a Public Utilities Analyst in October of 2007. Previously, I

was 81m>10y¢<1 by the-Kansas Corporation Commission Iicolun May 1993 to May 1997, as a

Managing Regulatory Utility Auditor' and the Arizona Coucpomartion Commission Blow

November 1989 through May 1993, first as a Utilities Auditor and subsequently as a Rate

Analyst and Senior Rate Aanaiyst. In May 1997, I began welding as a Senior Auditor with

the Federal Communications Comnmnission in Washington, DC, and subsequently became a

Public Utilities Specialist with the Weston Area Power Administration in Phoenix where I

worked 'm Power Marketing and pnuciiased power contract manage Most neoentiy I

worked for the U. S. State Department in Charleston, SC, as a Post Allotment iilccountant

and assisted with Ulaining of the Budget and Finance StaE at several Embassies in Europe,

Alfrioa and South America.

14

15

16

17

18

19

20

21

22

23

24

25

I

Prior No accepting State negulatnry podlioms, I was employed with national and local

Celrtiiied Public Accounting :finns for appmnninnately 12 meats patfonning Financial and

operational audits, as well as providing tax and accounting services. Additinmailly, I was

involved with municipal clccuic, naituralgas, water and waste water utility system operations

and accounting for avpwv<i1|11=t=iy 8 wars at the City of Mesa and the Town of Wiekenburg,

Arizona. My expedmce inclndcs being Chief Financial 0H'icer of a construction company

and a real ~tate development company, as well as nrianaging commercial and residential

construction projects. Shave also been a Bus'~ ~s Law instructor' for the Lannbens CPA

Review Course.

I

I

I

I
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Q.

A.

Have you previously testified as an expert witness?

Yes. I have testified before the Kansas Corporation Comrnission'in severalelectric and gas

uti l i ty ' rate cases, and regarding telecomfnunications issues. In addition, I have testified

before the Arizona Compomwation Commission. I have also testified Manaspenwitness before

the InterstateGomnnneme Commission

Q-

A.

What is the scope of your testimony in this case?

I am presenting StasI's analysis and recommendations regarding Chaparral City Water

Company, Inc. 's ("CCW C," "Chapalrral  Ci ty" or "Company") appl icat ion for a

determination of the current fair value of its udiity plant and property and a permanent rate

increase. I am presenting testimony. and schedules addressing rate base, operating

revenues and expenses, revenue requirement, and rate design. Staff witness Mr. Pedro M.

Chavez is presenting Stauf f 's cost of  capital and capital structure analysis and

recommendations. Mr. Marlin Scott, Jr. is presenting Staffs engineering analysis and

recommendations.

l

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

.20

21

22

Q. What Is the basis of your testimony in this case?

I performed a regulatory audit of the Company's applicdtzion and records. The regulatory

audit consisted of examining aid testing Enanoial information, awoundng rcoords, and

other supporting documentation and verifying that the accounting principles applied were

i n accordance with the Commission adopted National Association of Regulatory Utility

Commissioners ("N1lLRUC") Uniform System of Accounts ("USOA").

A.
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BACKGROUND

Q, Would you please provide the background of this application?

A. Chaparral City is an Arizona-based corporation that provides waxer utility service to the

Town of Fountain Hills which is localed along the eastern city limits of Scottsdale within

Maricopa County. The Company served approximately 13,500 customers during the test

year ended December 31, 2006. The Company's last full rate case resulted in Decision

No. 68176, dated September 30, 2005, which became effective on October 1, 2005. An

Appeal mid Remand case resulted in Decision No. 70441, dated July 17, 2008, which

granted CCWC $12,143 in additional revenues. Chaparral City's sole shareholder is

American States Water Company, which is publicly hrelded on the New York Stock

Exchange.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

1'7

18

19

20

21

22

23
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On Septennllner 26, 2007, Cllaparnal City filed an application requesting determination of

the current fair value of its utility plant and property and a permanent rate `mcrease. On

October 26, 2007, Staff' filed a letter declazinlg die application sufficient and classifying

the Company as a Class A utility.

SUMMARY OF TESTIMONY AND RECOMMENDATIONS

Q, Please summarize the Company's filing.

A. The Company proposes rates that would produce operating revenue of $10,515,017 and

operating income of $2,681,268 for a 9.32 percent rate of return on a fair value rate base

("FVRB"] of $28,'768,975. The Company's proposal would increase annual operating

revenues by $3,068,317, or 41.20 percent, over test year revenues of $'7,446,700. I t

should be noted that $32,536 in 4f§11stlI1ents to plant in service per Decision No. 68176

had to be added to original cost rate base ("OCRB") andFVRB because this amount did

not get carried forward from Exhibit Schedule B-2, Page ac, where it was included 'm the
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beginning 'balance from the Decision, to Exhibit Schedule B-2, Page 1. Exhibit Schedule

B-2, Page I develops the Company's OCRB that is reflected in Exhibit Schedule B-1,

Page 1, which also develops the Company's FVRB. FVRB then Hows through Io Exhibit

Schedule A-1, Page 1, where it is used to calculate the gross revenue requirement. The

Company acknowledged the omission of the $32,536.

Q. Please summarize Staff's recommendations.

Staff recommends fetal annual opiating revenue of $9,181,965 and operating income of

$2,055,831 for a 7.60 percent fair value rate ofretum on aFVRB of $2'?,050,414. Staffs

recommended revenue represents an increase of 31,735,265, or 23.30 percent, over test

year revenues of $7,446,700.

I

Q.
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A.

Please summarize the rate base recommendations and adjustments addressed in

your testimony.

My tesfinWny addresses the following issues:

A.

Shared Gain on Well - This adjustment increases the unamortized portion ($646,000) of

the settlement proceeds by $570,000. The settlement proceeds received from Fountain

Hills Sanitation District for discontinuing the use of Wells 8 and 9 ("Wells"), which are

fully depreciated, have been characterized as a gain on the sale of property. However,

close examination of the transaction indicates that no transfer of property occurred. The

Company proposed an equal sharing with the ratepayers and a ten~year amortization. In

Staffs opinion, the transaction is not a sale, so a 50 - 50 sharing is not appropriate. Thus

the entire settlement proceeds should be recognized in such a way as to benefit ratepayers

and amortize the proceeds over a ten-year period beginning in 2005. This adjustment is

the same for OCRB and the reconstruction cost rate base ("RCRB").
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Deferred Regulatory Assets - This a<8ustment decreases deferred regulatory assets related

to OCRB by $1,280,000 and the RCRB by s1,280,000. This adjustment removes the

Company's pro forma adjustment that added the cost of the additional Central Arizona

Project ("CAP") allocation acquired in 2007. Stat? recommends reclassifying the cost of

the additional CAP allocation as a water right in Land and Land Rights due to its attribute

of existing into perpetuity,

General Ofice Plant Allocation - This adjustment increases the General Office plant

allocation OCRB by $124,299 and RCRB by $174,963. This adjustment removes a

portion of the Compan:1y's pro forma adj ustnnent for General Office ("GO") plant relating

to studies mandated by the California Public Utilities Commission or California Statutes

and made before the acquisition of CCWC, thus benefiting only California operations.

This adjustment also removes the cost of Itumry vehicles lorn GO plant. This adjustment

also reflects an increase H° om 3.21% to 4.0% in the allocation percentage used to allocate

GO plant.
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Accumulated Depreciation - This adjustment increases Accumulated Depreciation related

to the GQ plant allocation percentage. CCWC plant accumulated depreciation is reduced

due to the retirement of plant and increased for the capitalization of plant items that had

been expensed in error for a net decrease of s2,031,950. This adjustment decreases

Accumulated Depreciation related to the RCRB by $2,506,970. This adjuslznent reflects

the difference between Stabs and the Compa.t1y's calculation of RCND Accumulated

Depreciation and the additions and retirements of CCWC plant and the changes related to

GO plant mentioned above.
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Elimination of Working Capital Cgxgponents - This adjustment decreases Unamortized

Debt Issuance Costs, Prepayments and Materials and Supplies Inventory related to OCRB

by $424,010, $192,485. and $14,521, respectively. These items are normally considered

working capital components. This adjustment decreases these items as related to the

RCRB by $424,010, $192,485 and $14,521, respectively. The Company has not requested

a cash working capital allowance and did not submit a lead/lag study to determine what

allowance should be made for cash worldng capital, so including other components of

working capital in rate base is inappropriate.
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CaniWize Outside Services Expenses - This adjustment increases pla11t~in~service by

$37,673 to reclassify test year expenditures that had been included in operating expenses.

It was determined the these purchases would benefit more that one accounting period and,

thus, should be capitalized and depreciated ratably over their esdrnated useful lives.

Retire Wells and Other Plant Not-In-Lise .- This adjustment reduces plant-in-service by

$2,118,334 to remove plant items which are not used and usetitl. Among these items are

Wells and a water treatment facility. For RCRB purposes these two OCRB adjustments

have been combined, along with the CAP allocation purchase, into one adjustment that

also incorporates the retirements and reclassifications discussed in Marlin Scott, Jr.'s

testimony.
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Q,

A.

Please summarize the operating income recommendations and adjustments

addressed in your testimony.

My testimony addresses the following issues:

Well Settlement Proceeds- This ac§wstn1ent increases the Company's negative expense by

a negative $76,000, to a negative $152,000. This adjustment reflects reco9ition of the

allocation of one hundred percent of the proceeds firm the settlement with Fountain Hills

Sanitation District for removing two wells from service to ratepayers, not providing a

replacement well and amortizing the proceeds over ten years.

Purchased _W_ate;- This adjustment decreases expenses by $20,306. This adjustment

accounts for known and measurable changes in rates lim the Central Arizona Project and

Central Arizona Groundwater Replenishment Disk-in ("CAGRD") and the expenses

related to the additional CAP water allotment that is filly-percent used and useful.

Depreciation Expense - This aclitlstnient decreases expenses by S86,188 to reflect the

retirement of plant, capitalization of plant items expensed 'm the test year, increase 'm the

GO plant allocation &om 3.21 percent to 4.0 percent and application of Stat:Ef's composite

depreciation rate. to contributions in aid of construction

I
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ac I
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24 |

Misce11ane0us_Exp¢¥i§- This adjustment increases expenses by $38,164 to reflect an

increase in the GO expense allocation Eom 3.74 percent to 4.0 percent, and removes $950

of lobbying costs included in membership dues paid during the test year for a net increase

of$3'7,214.
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RATE BASE ADJUSTMENT 91 - Adjustment to recognize the Weil Settlement Proceeds as a regulatory liability
that is allocated 100 percent to the lztepayels and suhjecZ at a tan year amartlzzlticn period.

Line
Ng, DESCRIPTION

Well settlement proceeds mischaracterized
as "Shared gain on well."

[Al
COMPANY
PROPOSED

[8]
STAFF

l°\DJl}STMENTS

IC]
STAFF

RECOMMENDED

s4e,oco I s 570,000
.1

1.216.000

References:
Col[A]: Company Sdxedeule B-2
col 181: col 1c1 - co: tAl
Col [C]:Explanation below. Testimony- MEM.

1

2
s
4
5
6
7
B
9

10
11
12
1 a
14
15 Explanation of Adlustmentz
16 Agreement signed 02/8512005 with Fourrlain Hills S notation District to MM Wells8 &9 out of servicedue la
17 possibler contamination from sewage lmatment faulty in eurdwnge for $1.520.000. Proceeds to be rlllncahsd100% to ranapay
18 bemuse the wells were fully depruciatad, thus the original cost had been paid by the deprucialion induced in rates throughout
19 the 30 year useful lifeassigned. which earplred in 2oo1 and 2002: To be amortized war Ru years.
2o
21
22
23
24
25
26

Original Amount of settlement proceeds.
2005 amustization
2006 lmortbzation

s 1.520.000
(152,a00)
g152,0m)

Test year-end balanua s 1,216,000
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Sdleduls MEN1 5

RATE BASE ADJUSTMENT #1 - Adjustnnentto recognize the Wall Settlement Proceeds as a regulatory liability
that Is allocated we percent to the ratepayers and subject at a ten year amortization period.

Una

HSL nesQrzlpT IQn
Weil settlement proceeds misohaladedzad
as 'Shared gain on well."

[AI
COMPANY
PROPOSEQ

IB]
STAFF

NPJUSTMENTS

[C]
STAFF

RECOMMENDED

646,000 s 570,000 .L 1,215.000

References:
C d {A]! C¢)mpany Schedeule B-2
Col [B]: Col [C] - Col [AL
Col Ice: Explanation below. Testimony - MEM.

1

2
3
4
5
B
1
8
9

10
11
12
13
14
15 Explanation of Adjustment:
15 Agreanent signed o2losr200s aim Fountain His SanrtarInn District to take Wells 8 &9 out of service due to
17 possible contamination from sewage tieatmentfadfNy in exchange for $1.520.000. Proceeds to be allocated 100% to ratepay
18 because the wells were fully depreciated, thus the original cost had been paid by the depreciation included in rates throughoul
18 the 30 year useful life assigned. which expired in 2001 and zoo2.- To be amortized over 10 years.
20
21
22
23
24
25
be

OriginalAmount of sélilemenl proceeds.
2005 martizatlon
zoos amortization

s 1,520,000
(152,000)
(152,080)

Test year-end balance t,21B,0G~0
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Schadulg MEM-6

RATE BABE ADJUSTMENTS #2 - Reclassify idditibfill CAP Allocation punched that is an
lMangilbo use In U19 form of a waler right.

Lina
tAx

COMPANY
PROPOSED

[Bl
STAFF

ADJUSTMENTS

[q
STAFF

REQQMMENDEQ

1
2
a
4

DESCRIPTION

D¢f¢r¢ua Regulatory Assets s 1.280.808 re _zao.000'n s

Refersn :
Cd IAl= Company sdmaaum B-1
Co1{B]:Cd [cl-ow :Al
can is Testimony - aaeul.

E><pl#f1afLQn.QLsIa1f Adjustment
Stiff h8$ denermlnad lh8I appwndmately 50% dfihe additions! CAP Allocation of 1,981 ala iaetnf vuatar pmdxasad In 2007 wit
he used and usetW by 2012. The cxantradwith CAWCD and GAP for water deRvelies is 100 years warn rnnerwal provisions so
the puurhase has the dwaradasistixx of an intangible asset similar to water rights assndalnd with land. Given its attributes, this
purchase should not be treartad as having a value whkzh Is cunsumsci over time aid benefits future prods. The purpose of this
adjustment is nu IN°f°*=="lY the cos! of me CAP Allbcztian tO NARUC Account has. Land a M Land Rsgtm.

5
8
1
B
9

10

11
12
l a
14
15
15
11
18
i s

NOTE: This ad_kJstmenlalso apples to the RCN schedwes.

l
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RATE BASE ADJUSTMENT Ru -Accuuuumo nevnscumou

[A]
COMPANY

AS

ELLQ

[B] [C] ID] :EJ
UNE
HQ

1
2
a
4
s
e
7
8
9

QESQRIPTIQN
Generalollie plant atlocaion

T¢till
s
s

1s.a11.02z
15,877,922

STAFF STAFF TOTAL OF STAFF STAFF
ADJUST M ENT  A  AQ , lua1m snr  a  Awu=*nv4£~T s  RECO M M ENDED
s 541581 s 2,118,5'K1 s L2,031l950} 13.545972
s a4.581 s 2.116.411 § {2,031,950}  s 1s.a4s.072

[A}: Company Schedule B-2, Page a and a-a,Page a and below Linn ea, Column c,
[BI: Tulirnony- MEN and Mow calculations andLina so,Column E.
III' Testimony - MEM and belowcdculadons Md lim 115, ColumnE.
rm: Col :SJ + ca: r<=1
[E]' Tnuimany -MEN

ccwc Plant own
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B-2 Pane So
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1aa.252
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11
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1 4  M . E a 9 W m .
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22 .

2 3
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25
be
ZN

1

9
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2.304.454
1,998,014
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1.0ao,1s4
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4s,9sa
en.sas

a4,m
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ala Service:
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348 Communication EquipmeM
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ala

Rwndlng
Total cwt: Fl \r\¢A¢0wl1uhhd Dcprnddon Pu sauna saheaun s-2.  page 34.

31,B99

15,473,832
z

15»473,834

Allncttian
Factor Allocation

Per menu
S d w d u l e  ma

8.845
z11 ,595

21354,430

98
e.1s2

15,577

28
29
30
al
32
33
34
35
36
3?
as
as
40
41
42
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u
45
46
47
4
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8,001

5*3L5__
4oa,1sa

Total Aaqnmuletnd Dapmechtion Per ExhibitScheldula B-2. Page 1. Una a. 15.a77_022
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s,vsz

15,517

3.21%
1 2 1 %
3.21%
3.21%
3.2196
3.21%
$.2196
8.21%
3.21%
3.21%
3.21%

162.559
8.554.547

Ss-2.71a
192.488

4.0a2
249,257
165.561

12,5e0.a74

s,21a
278,135

17,742
s,17s

130
B,on1
s,a1s

408,188

Adjusted for
Allllcaiiun

Alacnlbn
Factor

Staff
Racnmmanded

Par Exhibit s w f
Schedule B-2. Pa Aqusbnent A

21045 (3,046)
211,595 (1s3,eaa;

2.354449

9
57_70a

2,354,430
z.soa

94.117

(1ss,n1a_;

(48,857)

4.0n%
g o *

4.nd%
4.09%
4.00%
4.na%
4.00%
4.110%
4.90%

87 Hams Office Plant Accumulahd Dapruciatlou
so say Orgnnludon
so 302 Faanchisn Cost and Qtharlnllngibla Plant
70 204 Stfucmules it Imymvaments
71 311 Elsctrh: Pumping Equipment
72 339 Cihur Plant a Min: EqWpmertl
78 340 ounce Fumitufs & Equlpment
71 341 Transpaztahicm Equipment
75 343 Tools. ship a Garage EqulpmuM
vo 344 Lmmufy Equspmanz
77 345 Power Opemtad Equipmttrt
78 346 Cummunlcaijon Eciulpment
75
to
81
SO
.so Homo Dfiieu pun: Ancunwlatunl nIpnaI1uan
so 301 Organization
85 892 Franchise can Ana Olhor lntangfbll pun:
as a04 Simqums & Impluvimelih
87 811 Elastic Pumping Equlpmant
so ala Gluer Plant & Misc. Equlpmeal
BE 34° Of lice Fumltun 8 Equlpmlm
so 341 Trnnapoetntion Equipment
91 sea Tmu. ship a Garbo Equipment
92 a44 Lalacluuxy Equiipmen!
BG sea Purr Oplwied Equipment
84 1.4¢ Cornmuniuulion EqWprnull
as

1sz,5s9
a_es4,s41

552,718
1e2,4aa

4,oe2
249,257
185.561

1z.ssn.s74

(3,450)
s,as4_a4v

509,051
192.455

4.062
249,257

. - 1s5,5s1
1ase.ez0> 12.193754

Al original! Wild

4.90%
4.08%

(1 ea)
s4s,sBs

zo,ae2
'r.180

1e2
9,970
5 5 2 2

4a7.850

403.188
2

s4,5e1

Add the munalnq aunuunea mqulrua tn 1q1uu win thy Exhnan
Stiff Ad1\l¢tlm1\t Ato Insulin Garden! O|'11¢>| PilntAccumulAtld dnpneilllnu an Colon B. aW

Aamm Gspr
8,046 pee ore MEM 7_4 s. 7.5

num
Vehicles Found by Stall tn MI Aoquifud

153,888
1561018

431857
$651528

Fem Exalolnr- :occ s/2exzoo4 was

inlirdii Gras - 2oo4

Fad E=q=¢¢iu<=n - 2u04 a/1292n04

Aul f l MDX2001

12/1wanna

as
97
so

as
w e lawns Removed from Gannrnl Omen Pr¢rnAealmu1ated Oepwdsion In Sh1'IA1d]ustmon1 x
101 CRC Valuation - lnappfcprlats acuurnulatsd depvadatbn lot intanglblu
102 cpuc Managemani Audit- Comptated in 1995, thus not aaplicablo tn ccwc.
10a www Mlnigamant Plans - Compleuud in ossa_ mm nplapplkxable h CCWC.
194 Lvwlfv  Judea - rem: mud bbluw.
105

w e
101
108
109
110
111 1/192004
112
11:
114
115 11/2112009
11s
117 IffHf'llu a x e
N a
119 T/6/2685
1211
1 :1

Audi SO Avant , mms

s

s

s

s

s

s

Print

45,539

4o,uae

40,155

aa,s19

511.077

59,143

2Ii-938. s

Annum.
Dsgr.

5.253

5.551

1o,oss

15,140

a,sao

45.867



CHAPARRAL CITY wATER COMPANY. INC.
BBGKM No. W-D211sA-or-oss1
Tag: Year Enaea De»:¢mb¢ra1.zone

s¢t11au1» MEM-8
Page St of :s

QS!!
11 .sec

595
1z,1a8

Agggmimr
(193)
598
403

s 49,a»29
54,139
a.s4s

108,818

s 49,a2s
54,139
:s,a48

1D8181B

2e,oe:
28,983

(1,830)
(11530)

1820,562
2sa,s12
397,339

4,4oe
2.010.922 |

1 ,son_sez
zsa_¢1z
397,389

4,409
2.010.a22

:to Wehr Tmahnent Equipment (Water TmatlnlM Sandy In 2oo4)
330 Dis8ibuI!efl Reaewnin and Slandplpls (WAY Services it 1998 Ind illus in 2DB5
831 Tmnsmiasion and Distribution was uh' man in 20os and l'h Blvd main fn zone)

ala SlrvWes (Wear Sanricu in was loss Conlefanee Raoul Table and Chair: In1993
334 llelan nm! Mill! Inst! :don (emf insulation In 1973 lass lewie linslrl 1994)
sos Hydrants (pin hymnun me my alp In zoos;
540 Olfiee Fumitulu and EqWpmlmt(ConIallI\ol Room Table and EhalrsHI 1993)
sos Lind and Land night; WC #ma for RCN)

(8,548)
(85,622)
255.254
84,082

(11858,272}
1,582,420

109.409
11,193
55,352
1,a14

04,0621

(11801)
(18,727)
24,454
U n a

(104,710)
45,451
$0.258
16.154
10.940

sos
zs.4s7)

Q

108.542
(104542)

31,889
(31389)

*

122 Explanation of staff Adjustment B
123 Explanation d Adiuntmantz
124 Agreement 13gn¢¢ nzroa/zoos with Fountain Hill: smiumm Dishict10 nun Walls a s. 9 out a "win and viii! dlhar
125 Plan:14enuN¢-1 by Staff as not being u-d and uluiul. Also to nadassify plan! and accumulated depsadalion.
125
1 2 7  w e
128 82. Descaintinn
129 ao4 sum ldlushnant m S1ruc11.lrqa and nd4li8on Eu annum dqpr band an half-your ounce
134 304 Well No. 9 - Install u1d1aus11an
1a1 Subtaial
1:2
m s 307 Fully depredlhsd CDI* of Will #8 per IUSPDIISI iN DR MEM-7,8
1:4 Sn? Flllly depfndNbd Cost of Well #9 w l1GPUI\SB as DR MEM-7.3
135 31:7 Engine Weil
135 Submenu
1.37
baa 311 S1817 a11jua1.mant In pumping oqulprnnnt and addllilon an mum dept based on na!-Q
139 Subtnlal
140
141 : t o CAP Ham #1 1945 .
142 sao CAP Plant #1 _ Trnahnant Equipmem1sa7
143 ago CAP Plant21 - Troatfnont Equipment 1989
144 ago CAP Ham #1 - Trolunont Equipmgm 19859
145 sumner
14a
147 ans Coliecing WU lmpouodhlg Reurvairn
I a sum Wait and Spdngs Asa hp sub.)
149 a11 Pumping Equlpmern use Np sub. In 1996 Loss Fir!! hydrlniln 1995 Ind DIP in 200
150 `
151
152
153
1st u
155
15s
157
15a
ass sos OItlsrPlant a Misc. Equip.
18l.~ 347 Mlncdllneous Equipment
181
182
we
tsp

s 2,156.007 s 9,11a1511

Suninary of8tafl Adlusunone B
Pl|.n|Additionl- Line 132

Lm 141
Las
156
187
181
m
170
171
OH

Plant Rstirurnsnb - Lh\o 153
Lho ass
Lho 14a

Suuoharu Ind lmpl'dmbm6¥¢'M
Pumping squipmenl

Subhnhl nrMdiions
StuctuIus and lmprovemanb
Wells had Swine#
Wehr TnatmontEquipment

Sub WW al Roflfemenu
Teal nduutlon In Colure c nbavn

use:
1_1.esq
{1123)

596
196,513

2,010,922
2,115,334
2.118_,511



CwdlpARR.¢=»L CITY WATER COMPANY, INC.
Dodsel No. W-02113A-0749551
Test Year Ended December 31, zoos

Schaduie MEM-9

RATE BASE ADJUSTMENT #5 - Eliminate Woning Capital Elements

LINE
8.9.

1
2
3

DESCRIPTIQN
Unamortized Debi lasuance Costs
Prepayments
Materials and Supplies

[ q
STAFF

EEQOMMENDED
s -

I N
COMPANY
PRQPQSED

$ 424,010
192.485
14.521

631.016 s

[5]
STAFF

ADJUSTMENTQ
s (424,010)

(192,455)
(141521)

(831,016)
s
s

References:
Go! [A]: CompanySchedeule B-2
Col [B]: Col IC] - Col [A]
Cd [C]: MEM Testimony

I



CHAPARRAL CITY WATER COMPANY, INC.
Did<et No. W-02.113A» 07-0551
Test Year Ended December 31, 2005

Schedule MEM-10

RATE BASE ADJUSTMENT #6 - Capitalize outside Services Expenses

[A]
COMPANY
PROPOSED
$ -
$ _

. §.. -

181 IC]
STAFF STAFF

ADJUSTMENTS RECOMMENDED
s 11,590 $ 11,590
$ 26,054 s 26.084
s 3 7 7 4 $ 37,674

References:

Col [A]: Cofrnpany Sc:hede4.uIe B-2
Col [811 Col[G] - Cd [A]
Col [C]: MEM Testimony

Amszsms

PLANT cosTs REMDVED FROM OUTSIDE SERVICES (MEM 8.1 I
And. No. Description
304-Struct & lmpwmnts New irrigation lnsrauau0n S
3044-Struci & lmprvmnts Installation of 30' xi' fencing wfpane 5
304-Struct & Impwmnta Professional survey for new fence lim $

Total for Structures and lmpruvernents $

2500
4,375
4,715

11,590

LINE ACCT
M Q .  n o . DESCRIPTION

1 304 Stmduras and Improvements
2 a11 Eledlic Pumping Equipment
3 TOTAL
4
5
6
7
B
9

10
11
12
13
14
15
16
17
18
19
20
21
22
pa
24
25

311 - Esc Pumping EqUiP

3th Elem Pumping equal
311 - Elec Pumping Equip

Recondition motor $

Removal a. repair of pump $

Remove & repair of motor and pump S

Total for Electric PumpingEquipment $

7,44a
5,513

13,123
26.084

Tntalexpensed plant $ 371874



CHAPARRAL CITY WATER COMPANY.INC.
Dcckef No, W-D2118A-07-0551
Test 'fear Ended December 31,2006

Schedule MEM-11

RATE BABE ADJUSTMENT #T - Retina Walls #a and #9 and Other Plant that Ia not Una and useful.
Also ncluaify plant into more appropfiaie NARIJC account ca~tsgnrlos.

[AI
COMPANY'
PROPOSED
8 .
$ -
$ -
$ .
5 .
5 -
5 -
5 -
5 ..
5 .
$ .
$ -
I _
5 ..

.$ u
$ -
8 .

IB]
STAFF

A1;»JusTmEu1
s [5919
s (106,a1e;

(2,010.922}

(e_548)
( m m )
55.254
34,082

(1,858,272)
1 ,502,420

106,409
11,193
5a.a52
1,814

(34,053
106.542
(106,542)

[Cl
STAFF

RECOMMENDED
s (595)
s (105,818)
s (2.010,922)
s (5,548)
s (8s,822)
s 55.254
s 34,082
s (1,s5a,212l
s 1,502,429
s 106.409
s 11.193
s 53.352
s 1.s14
s (34.DG2)
s 106,542
s (108,542)

; .12,.1143891)

UNE AccT
ma NO. DESCRIPTION

1 31:4 Slructures and Improvements
2 307 Wells and Springs
3 320 Water Treatment Equipment
4- 305 Collecting and lmpoundlrlg Resanaolru
5 am Wells and Springs
8 311 Pumping Equipment
7 820 Water Treatment Equipment
a 330 Distribution Reservoirs and Standpipes
s 221 Transmlsslon and Distribution mains

10 333 Sarvlrms
11 334 Meters and Meier lnstaliation
12 335 Hydrants
13 840 Orice Funlture and Equipment
14 am LII18 Ana ume Rights (An: #are lot RUN)
15 339 Other Plan! & MM, Equip.
18 347 Miscellaneous Equipmwi
11 TOTAL

18
19
pa
21
22
pa
24
25
as Explanation OfAl1]ll5il1lerlli
27 Agreement slgnsd 02m512005 arm Founlaln Hills Sanitation Dismal lo lake wells 8 8- 9 out of service and retire other
28 Plant iderlllied by Staff as not being used and useful. Also to radasslry plant and acarmulaled deprsdallon.

Refafsnees'
am[Air Company Suhedaule 8-2
Cal [op Cut [c] - Cal [A]
Cd [C]: MEMTestimony

s
ems

49,329
s4,1a9
3,348

105.816
1,320,552

288,612
397,339

4,409
2,010,922

598

mamma:
s 491329

54,1a9
3,548

108,815
1.320.552

288,812
:amass

4,409
29101922

596

4548)
(55-622)
55.254
34.062

(1.858.2T2)
1 ,502,4-20

196.409
11,193
53,352
1,814

:a4.0e2a

sos omer plan: s. Misc. Equip.
347

106,54
(105,542)

(1,801)
(18,72T)
24.434
agua

(104,710)
46,451
30.253
1s.1s4
10,949

585
(6,487)

31,888
(31,889)

30 Ana.

a l M L Oman
32 307 Fwy deilredated Cvlst of Well #8 psi Iuspcmxss 10 DR MEM-?.3
33 307 Fully degredatad Cost of well Se per uusponae to DR MEM-7.3
e t 307 End fa Well
as Subs>s=l
ea 320 CAP Pl&nt#"l was
37 320 CAP Plant #1 »Treatment Equlprnant 1987
38 320 CAP Plant #1 - Treatment Equipment 1989
as 320 CAP Plant #1 -Tl'€ltlTlBI'fl Equipment 19BB9
40 8Ub1D181
41 304 WB11 nu. B -In8tali exhaust fan
42
43 385 Collecting and Impounding Fhasewolrs
44 807 Wells and Springs (259 hp aW.)
45 311 Pumping Equipment (250 hp ML In 1996 Less Fm hydlznt in 1998 and DIP in
46 320 Water Wellman! Equipment (Water Trealmant Study iN 2004)
47 330 Distribution Rasdrvuirs and Slandpipes (Water Services in 1996 and mains in 2
CB 331 Tnansmlsaion and Dlatdbutlon Mains {18' main ii zoos and Rh sum main in :om
49 ala Senriaes (Winer sqrvtcee In 1996 lass Conference Room Table and Chairs In 1:
50 334 meter and Meter Installation (Meter installation h 1973 iesssewiee Una In 199-
51 335 Hyafam; (Fire hydlunl In 1995 old DIP in2005)
52 340 OI'Eoa Furniture and Equipment {Con(awnt:4> Room Table and chairs in 1983)
53 303 Land :ma hand Rights (NC #ma for RCN)
54
55
58
57
58

59
$ 2.118,334~ . s ..22118.334



CHAPARRAL CfTYWATER COMPANY, INC.
Docket No. W-0211314-07-0551
Test Year Ended December 31, 2006

Schedule MEM RCN -1

RATE BASE l RECONSTRUCTION COST NEW

(B)

LINE

(A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

Adj.
M

(C)
STAFF

AS
ADJUSTED

s

s

s0,s16,104
25,894,586
54,921,418

(2,337,584) 2. a, 5 s
(2,50S,970) 4

159,386

78,478,520
23,387,715

s 55,090,504

s s

s

s

9,4411352

10.231_780

819,845

925,896

645,000 570,000 1

$ -

$ 9,441,352

10,231,760

819,845

925,896

1_216_0Dg

5

5

5

4241010

192,485

14,521

1,280,000

(424,010)

(192,485)

(14,521)

(1,280,00D) 2

4

s 34,767,581 s (2,311,630)

E212

1 Plant lf Sewlce
2 Less: Accumulated Depreciation
3 Net Plant in Service
4
5 15884
e
7 Contributions in Aid of Construction (GIAC)
8 Less: Accumulated Amortization
9 Net clAy

10
11 Aldvances In Aid of Construction (AIAC)
12
13 Customer Meter Deposits
14
15 Deferred Income Tax Credits
i s
17 Shared Gain on Well
18
19 ADD:
20
21 Unamortized Debt Issuance C0s8
22
23 Fla-epayments
24
25 Materials and Supplies
26
27 Defered Regulatory Assets
28
29 Working Capita!
30
31
32

33
34
35 References:
36 Column (A), Company Schedule B-3
37 Column (B): ScheduleMEM RCN-2
38 Column (C): Column (A) 4- Column (B)

Q

s 32,455,951

Q

|.
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CHAPMRRAL CITY WATER COMPANY. INC.
90414 NU. W02'l13A07-0551
Tm yearEnded Dwenter31. zoos

Sclwsulc Hsu RCN4

RCN RATEans: ADJUSTMENT an I Rldlltl G-mul 0111cl plum llocwan Rudllildfhlid' Emmaand in:zluQ
ill-If-hcttn' lllnelllon say%.

i n :

STAFF STAFF
n54c:nlFwm AQ-14$TMENT FEC0MMENQED

Genus umm puns 819miu1 c Ann s 174.962, 1_1s7/0e1
T m u s 174.983 ~s.. 1.167991 ,

s
s

LAI 181
COUPANY

AS
EILEQ

992,123
992.128

IAJ:Companysd1ed¢laB-a.pag13andB4an6beluwl.inc27.Cdunl1C.

nnncursvcdlcl
[BIzTsslimorvy-mEm anau»la~v=dcuruuu»»¢naune4a.cauxiu\5.

RGN For
Eld\llRSd1l41.IIl

84-A
s inane

1eA52
i17 .84

a m m o
(1,530)

1,155,405
1r.1ss.zs7

ane.s1s
s e a m
15.858

.aa4.11-2
_  _ zlso,s1a
s $0,994,489

R a n
orsgiw

Fhztar NUMB'-Ill
3 2 1 * a_szl
3.21% sou
3.2198 w e
32198 au1,naa
321% (WJ
3.21* a u r a
; . 2 1 * 561.742
3.21% 19,471
:L a m 21.292
311% was
8.21% 201251
511% 8.372

992.128

n c n n r
ea»auas¢»¢au»

B-4-A
s

Uoasan
Fidel'

l420.v° uo

4,015.1-vb)

m u m

4.noas
4_g0*
4.no\s
4.noss
4.9098
4.0096
4.om\
-mass
Anna:
4.99%
4.0g*
k w »

s

172.1103
15,452

911.234
9.379.799

(1 ,won
1.055.409

17,taa.287
c o w s
easzsa
15.356

sa-4,112
: a q u a

30.907.4:an

aw Anyunaumr
. » ¢ ! ' » ~ 1 = e *  _ p u a e a g n n  _ -

172.0011
16,452

491.211
9.379.730

(1.4444
40.29

171138_25J'
311.573
eeazae
1535!

ss».t12
zeo.a1a

29.117172(1,130,14a1

sun
R6l=0ll1Ml16nd

m m
ass

19.889
375,189

r e
1 ,agO

887.529
12.483
24532

914
28.387
1o,4aa

1,\a1.0¢1
992,128Al atlglnalllllié

SHI! Adiwhnnnl blnenuc Baneral Dllleg Pllrl¢ 174I984

o w n
429.090
azo.zs4
214.001

1 .514255

c a n
RCN

4.zo,nao
1,015,148

295,002
1 ,m,14s

vuhlaeainund b¢$u4nonelmn¢uum

Fmexmnlnr-zuo4

unnnsawrss.zno»

smu amu i u n -2n u 4

lGIS MDM EUD1

lr~rn4sinx4

Audls4Avum-anus

Dun
Aequlud

LINE
m .

1
2
3
4
5
s
1
8
9

l o
11 Explanation of Staff Adlustmlnt
12 AlOIldI\l|{Fllnd::
15
14 Home OMen Flinlhloeahd
15 300 Lluld
i s am Ornununuon
17 3-08 F¢u1diucu» :anaou\¢1° Inur» gml-phrn
18 804 Suuanuam upm vem ena
1 9  3 1 1 El-=r*¢pwnoi~¢E~==i=v~w
20 :ea Ouxafnarnawumsqmpnnam
21 340 G!luaF1n1'lltll1u&Eq1dimsfl
22 341 Tlulupund¢nEquwmoM
23 343 T0ull,S\an&GalageEq1ip111;a1~¢
24 344 Llwnrlma1y Eqdpme1i
; 5 us Puwer0|1a1~||cd Eq|dpman
28 346 Cumvunlunnn equlpmera
27
28
29
so
31
s 2  m ¢m o1n= ¢p | |n |A | | u¢|na
8  3 0 8  I - l t d
3 4  a m  0 f u - n u u u a n
as 888 Frl1¢1ncu¢r¢mou=» fln11n¢lnl .put¢
as 304 Siudluvl  hhnpfnvlmunh
37 511 Ehe.us¢punpu1¢Equpm¢11¢
as ass OmarpIn1¢al» auc.Equbmnnr
as 340 OmaF1n1inlnaEqupm¢¢u
to 341 Tl l lupalhmnnEq1dginq¢
41 an Tnnls.Shup8» Gu1sgaEq1bme1t
42 344 Llhun1ulyE4iprru1\¢
pa 345 Pumru6pnald Eqdpml1n
44 sos co~11n» 1u1° n squ;m¢n1
45
M
47
8
49
50l1lnlRemnv¢d II\nmaan¢ulo1m=»nun1hsuavAq lu;¢mlmA:
51 C p u c w n a u h m ~ n t A : & : - c o m n h u d u a 1 9 w . ln n n u n p l¢1 l1 a o c w
52 Wm»rnmmemen¢F|ans-Germainein 1asa_|u»»|at1pp9le|h|a1occw
as L\ lla l1Vd ' lld el-0eI. lHlld ld Bd ovl.
54
ss
Se
Sr
58
s o
s o
81
Hz
as
M
85
as
67
ea
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Cl4ApFl»RllA4L CITY WATER CQMPANY, INC.
D o d d  n o .  w - c m 1 3 4 4 7 4 5 5 1
To! Your Ended Duambu31,  zoos

s ¢h ~ d u ¢n »s n n a a u 4
P a g e !  M Y

ROW :wt  l i h 5E An JI . l s ru a lT ¢4-a 4:c u u lu 1.A1E n  I a -a e a n n n u

W

panfuiz Iwnr éu
RCN Mliuarula lnd Ddpr ldalk ln

T ma l l

[A] :Bu I I I m i
COMPANY

A s
EILEQ

25.8s4,sae s _ _ 1 1 3 , e 1 s s ( 2 6 2 0 , 7 8 9 )  s
251594 , 886  s 1 1 3 8 1 8  $ 12.e2n_7/e1 s

STAF F STAF F TDTALOF  STAF F a m s #
A n l u m a e r s l a An . lusTv\ . r r r Q  An . r us1». 1s r r r s  R E C Q M M E N I B F D

r2.506;9'.'D1 Z s , a e r , n e
r2.50J,s ' / 01 s 234387118

W C n u v wn ry i d l mu l é  B - 2 .  s 4s a n e B - 4a n a n ¢l wu n »a s ,  d u n n  E .
[ B t T u d i v » a n y - u s n a a n a b u l w w u n u a n 1 u = a L n 1 a s _ c ¢ l l » m E
l¢¥]¢T¢~\ imur¢y~mEmananenowa1unawumuz inuasa .cuuwae .
lt>1~¢<»11BI+c=»lrc1
l E t G ° r l A 1 » c ° u n 1 , a n a u n ¢ 1 s a c u u m F _

n¢mllzL

c c w c p : n ¢ u o c n c c w c p 1 ¢ ¢ 1 z o c n
AGGtl'l1.DilIr. A s = l l t L n ¢ . n n u n f n c a n n R C N
Par E;h. Sm. P u  E t .  S c h . Origlnll  Cad A l u m  D o w ,
B - 2p u q ¢a a B E P o f E ¥ h . $ d 1  B - 4  p a w m u
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11 831 Truumiadnn a. Dhuhulbn noh:
so 333 Sl l vio l l
BE au maw a Mawr Installation
u ass  Hyalama
as ala aaalnuu Plnvnwlan Devbss
as 339 Qlwu pinnla MBC. Emahmenl
l̀ 7 ago 019m Fummsn & Equipment
as 341 Tranapoatallon Equlyllant
BE adz Stan: Equipment
so us Tow, shlp 4. Garda E4uh=rn¢11
so 344 Llbordnry EqWpmenl
Hz 345 Povwr Opetdod Emu$ment
as 3-16 Cnmmunlutwn Equipment
04 34? Mlnaallanaonn Equipment
as Ia O&1lr Tmgbls PIEM
as

1

15,995,154 a1.s'ra 12w,mo TT 311.427



CHAPARRAL CITY WATER COJUPANY. mc,
Drawl No. W-02113Fb-07-4551
TGS! Year Ended December31, 2006

Schedule MEM-T2

OPERATING INQgME STATEMENT -ADJUSTED TEST YEAR Mm STAFF RECOMIIIHIDFD

[Al
OOMPINY
ADJUSTED
TEST YEAR
AS FILED

151 [0] IE]

LINE
Q€scR1F11on

STAPh
TESTYEAR m1-

NPJUSNENTS N34

[CI
STMFF

TEST YEAR
As

ADJUSTED

STAFF
PROPOS2D
CHANGES

STAFF
FIEQGMMENDED

1
2
3
4
5

s 7,as4,41t
az,2ae

s

_

*

s 1,354.411
82,289

s 1.735.255 s 9.999.576
82,289

Rsvewues;
Mdsrlld Weriur Sales
Waist Salas » Unmatesed
lntsntlnrdlyLe!! Blink
Total Operating Revenues s 7,445,700 s s 7.446300 s L735355 s s,1a1 ,see

s s s s
DPFRAUNG pxpgn$r=s-

Salariesand Wages
PuwI1anadWrnler
Pnudnassd Povust

¢_20,30e) 2

a1.5=+0) 1
(19,019 s

(34.04)  la
(17,829) 11

989.244
aa1 ,ass
892.982
12'T,49'
10809
19,841

255,544
43,458
70,430

(1.294-) zest s

989.244
a11 .351
sua,se2
sa.B21
as,5e1
1s,aoo

zza,4ss
2s,saa
70,4341
2,350

s6s.244
811,351
802.982
99.827
85591
1s,aoo

22a,4se
Zs,eas
70,490
2,399

a3,aaa
11297,152
1,521 ,aa1

(152.0w>

9,333
119'r.192
1,5211831
(1s2,000)

(51559
37,214

(55,188)
_ msnouo
(54,005)

s
4
3
1
5

in

I

1

Q

*

144.871
1259.s4s
1,608,019

( m u m
84,000
47,413

2as,s1s
2Tu,oao

(33-413) 12
197.275 13

47,573
lemon
467.2s6

211,131
561,791

41.a7a
29.131

1,1zs,0as

6
1
10
11
13
14
15
18
17
l a
to
20
21
Hz
23
24
8
Zs
27
be
be
so
31

1 Q

chembau
RopsLI'i's and Mafnnanuwo
Office Suppllus and Eaqwauuo
OubldoSevicas
Water Taking
Transporlatizm
General Liabilliy Insluanco
Insumnee - Health and Ufa
Reguhuury ConnmiaslenIRale Case e=~»=~~-»
Micollanaous Eqaensa
Dqanolalion
Amol'Bza\ion dGain on Wall (smlunam Plus
Arr=onizaw1 UI Jllddilional age Allcoalion
Tax: other than hcamo
PwwtfTw» ¢
Income Taxes
mmumy in mama
Total Operating Expanses
Openltlng lnname (Lau)

s
s

5,848,430
791_270

s
s

f2os,a1a;
2051818

s
s

5,443§12
1.003988

.s _.esz,5z2
. s 1.usz,144

s
s

1,12e, 134
2105518a1

NO

Rsfefancea:
Column (Ay Company Sdndulo C-1
Column (B): Safe-dula mau-13
Column (C): Column (Al + Column (B)
Column (D): Schldubs :aa-1 Ana luE1w2
Column(E):Column (C) + Column(D)
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CHAPMRRAL CITY WATER COMPANY, INC.
Dodi€lND.w-02113A-D7-0.551
Test Year Ended December 31, zoos

Schedule MEm.14

OPERATING moms ADJUSTMENT #1¢Well saWement plocnds allocatsd 1oo% to ratepayers.

Una
M.

[A]
COMPANY
pnnprw=n

[8]
STAFF

ADJUSTMENTS

[ q
STAFF

REQ0MMENUEQ

1

QESQRIPTIQN

well SettlementProceeds Amonfzad s v6.°°°= s rmocow s r1s2.oco)

References:
Cd (A): Comply Sd1edel.le C-1
con [B]: col re: -col :As
Cd [C]: Testimony - MEM and worksheet MEMO.

Ralzepayers share of proceeds

Based on a ten year immunization, me amount included in instant rate case revenue requirement as 'Amarlization of
Well SeMement Proceeds".

Explanation of Adjustment
mleemamaegned02195/2005vdthFountainHaussannationnisuiar0aauewaalsa &9ouio!senicedus £8
possible eonlaminarion from sewage ireaamenr facility in emduange fors1,sza,ooo. Gain to be aInumeu 100% to ralspayrus
because the walls were fully depreciated. thusthe original met had beenpaid by the degradationinduced In rates Uwuugh 2002.

s 1.520.500

(152,D00l



CHAPARFIAL FifTY WATER COMPANY. INC.
Dnékul No. W-02113A-07-0551
Test Year Ended Decem ber31,  zoe

8ehldul neu-1s

OPERATING INCDME ADJUSTMENT12 - Dlcnau Purcluud Watt! Cast

LINE
8.8
1

nmmsrmm
PudlaaM was C'-all

W
COMPANY

pF=c1prm=.*v=n

s 831.656

[81
STAFF

APJUSTMeNT5
s (20 3062

[ c ]
STAFF

Rscom m gw olgo
s B11,ssu _

Rduruncas:
Cd [A]; Carnpany Schadult C-2
can [By Cm! ac] - can ml
Cui [C]: MEM Teatlmony

From Emma Sdledula G-2. Pogo s (Pnfon'nl A4115}

CAP knur dluenuan (MQ fol)
Addlliunul CAP lllhtliibn

2008 cap tal not! para: abut
Tool Anna: can

s
s

Qnmnnmt
e.s7s
1.931
s,9as

21
187,583

M r
a v e
sss.s
7,s44
s21

$168,514

CAP water deiwnu [an Fm) - s,sun nauaulaa, 5,918 Wu danvunsd
Eznens CAP hW dunwua
Additional man nm in annualizaien

2058 detvovycost par ac-Inilwt
Tool url can

m m
260

r ro s l
s , s a :

see
$6u1.umG

2
a
4
s
a
7
a
9

10
11
12
13
14
15
l a
17
i s
l g

Tolnl CAP purd\ased war

s,s7u
250

mas)
a.sBs
:o z

saa1,oas

7aa.1zs 787,850

Grid want pumper in aero furn
Eawass capacity pqnuantago
Tum pluincild Qdlons pumped
CAP Raplunushmenz District asaoumontfn

n o
0.57
114

3250
43.559s

250
0.s'r
114

$250
43,500

Tall pumhusd water and
Testyearpmdmaod wow eos! per GL
Incrnu(decIuse]

s
s

a:1,a5e
B344,95

(102,439)

SMMIWmQMM dmirlnb paltion d ¢1qala1ll not and .no Nadu Rclundto sao,aae

20
21
22
pa
24
25
as
27
pa
29
an
31
so
as
34
as

111 ,Asa
934,035

(122,746)
(152,439)

(20,307)

as
a l
as

Purdnand MW Ewmue par  Complny
SultAdlulmen'l fn alirnhab Bolton of l1<p1m° not Una and usefUl
Adjusted Purdnaaed was: Eepnswo

s

s

aa1 .SUB
(20.4071

B11 a50



CHMPARRAL Cary wA1EncoulpAnv, INC,
Dodwi Nc.w-52111497-0s51
Ted Yna' Ended December 31, 2006

Sclwdull' neu-1a

DFERATlNG INCOME Aruusmsnrn . DEPRECIATIDN EXPENSE

ans
HQ.

181
STAFF

AFL ll ISTMFNTS

[CI
STAFF

sssnm aaasn

1

DESCRIPTION

D°Pl¢datiun Experlal s

{Pal
COMPANY

PP.QPOSeO

1.608.019 15s.1a8) s 1 ,521,s:!1s

4841444
orlnmu Gnd

Arnauit
l3°p'ldlNu

Amount
p¢ui8¢¢4

a m Expense

$

1 ,551 ,ass
1 ,e2sa.u4z

1,551,see
1.s2s,s4z

_
.
.

sonar

.
159.827 159,827 5,318

1_saa,z4e
s.vua,a4u
a_s12;14e

1wss.ns4
n e w s
z788n8s
1.224.985

1.717.229
272.173
535.a16

1.588.146
5.7ee.s4o
5,5121148

17.450,aa4
7,289,880
z_1a4_aae
1.224.eas

1,717.229
_z'H.11a
sas,a~1s

mums s
foss

:moms
3.33%
2.s9§
2.50%
aaaga
4s.e=7ss
2.001%
~.=s.ooss

12.51216
3.3395
2.2299
znoss
mass
aasss
zoom.
a n
s.e1'ss
a m s

2 0 3 0 *
m ass

w s , 1
192.585
144.570
a4e.o1s
M a a s
277.981

2 . 5 m

A

114.sau
18.154

107.0s3
as

149,355 148.5455 1.4ea

E1mlana&uul d Adlus&1wnr
m e  m u o n :
No.

Plant In 81nlc»
2 301 Omlliudan
a 302 Fnnduul
4
5
s
7
s
9

10
11
Hz
13
14
i s
15
11
18
1 :
to
21
zz
n
24
as
as
21
as
a

:ea I-|r|¢l'|4 LlLndHl4I'|B
ao4 Suum um m m nsnew
306 Co|sdnq a|mpn\» 1a=1gn¢|¢~¢v¢
BUG l.Nk¢'1=.RI\M8.0Ii1urlnl8lM
fo r  W uhws nr han
308 Ill5lll1luunGllol'ilslndTumlll
Ana SUWUMIIB
310 FnvarGenlrldnnEqu§ln\» nl
311 Pumpir\q Equl|1u1nod
sao W!larTrulunlll\tph1l!
Asa Di|tli1ullun Ra:enui'!|» 8Ian:l|:ipu|
ssh TnnamisMnrl&Disll§u&anmanl¢
a u  s w w i w
334 M!lllI8» Me&arl:'lll:llrl'Inn
sos 149VI111WS
sos a» =an¢w pm» ¢rm=-nuw|==u
sos 0II\erplu1!8IMilc.Equipmant
340 O|1'|¢8 Full'\Ih|I8&Equlpm|m
a41 Taamnol11lianEtldnm° ¢\I
542 Saess» E4wum» f¢
: I a Tuu8l lSnn&Gu4ngaEq\imq¢
B44 l1bnnilnly Equlpmul
345 P° *¢f0VOfll\18¢ll~IPM° \'f¢
846 Cammu\icltlunEqui)merl
347 \ml¢lla» ¢ul» sqln¢ln¢n¢
Ia Olh1! rTU\qb\IPlnl 'R

:anus 50,105
10s.542

3.911
10.654

s uns
10.00*
5.06%

xanax
10.00%
1a00%

so
: 1
oz

s»nmuuGawu
Lens: Nun-HlgndahlaAaa:lul.(;] (My
Dw=dlh1ap\arnlLsaLa1l

50.252892
1.551.858

4a.1no.1a¢ s

4a.15o.:aos
1.551.450

47,198,447

s 1 .701_415

Adiuuuu

ala

311

29.755
232.11 a

c=n
1.095

m a s :
11.14a
18.228

Mann Ume Frau Nlutldld
ea ao1 °ruankalinn
34 802 Frandzlu Con and Qthur hUnglble Phi
M 804 Shudnnn & Ilnpmvamanh

as . mum pvmWm Equbmeul
ST 339 OIR Fin!4 M-lc. E4111i¢*1I9f\¢
38 $40 Oman Funlian8. Equiqanuenl
as 341 Tzu-lspolhticn Equip nu*
40 348 Tools, Ship 8 Giugu Equbmvl
I T 344 lghantnuy Equlpmani
42 345 P°*9f Undltid Elwiprllm¢
43 348 Culnmlnlu4lau1 Eqlinmant
44

suuuoun General
45 Liu: Nan-denrqdadt Al:cou1l(;l (L33lldL34l
pa Dsprndunlapura IL44-L45)

142
vo

s.ea2

a m e n  s
amass
883%
9.00%
B.67*
m m s

28.8096
s.uuv»

10.W§
moss

18.u0§

s

7.729

-72
Raman
2.280 Camus hllb

111
is

499
- Campmf hub

48.427s

;

e~:s,4sa
a4,o1sa

a41.45s

4a,07a.s1s s 1.1s0.n4241

48
pa
so
$1

s

1

azse.os1
e.oae4

TUIII U€PWUI'l1l° put Ana WW. E1¢lfll¢ liclnté GIAC

GelWibsllons-#mMI-d*-Cnlbiruclion (cbvn
Cvmnneasnsvrwnldlosvamafunxlen Ran

L : Amudizllion al GIAC (L4Ba¢ LM)
Dwroclldcn Elma- - STAfF [Col (C), al - unq

s
s

228,011
1.521sa1



CHAFARRM clTv wxrsa COMPARNY, INC.
Dada: NO. W-02113A-U7.0551
Tut You Ended Dlcambar 31. 2000 5d1¢¢u1¢ NEM7

LB] III

OPERANNC INGOMS ADel&TAlENT M -l4ls¢=sLI.Anaous exreuse

W
COMPANY

As
E T

s 1;ss,94a s
§... 1.259.948 s

DESQBIEIIQM
MheaNananus 8w1u1

Tomas

STAFF STAFF ToTAl.oF STAFF
an= ls§a:m suu AD21J&TM£NT B Ao,lusTr45g¢rs

aa.1a4 s r950*l 37.214
sa,1s4 s 4 H- ¢ssm 37,214s

n>l [El

STAFF
PEQQMMENDED

1.251',1s2
1.2u1.1s2s

W:
anau~»4a. CqllgylnE_

Icl.T-srnuuwnaemanunanwcalulaunnsuaalm»a4.c¢ut»na
[D]=C°l!9!+00ll9l
IE11T°=Iim°nv-mEm Mdud¢wLh&§1, Cd\ll1\l1£.

C°ml\l¢ly5d\eduluB-2.Plql3lldB-3.Plgl&lulhdnuLlnl25_cd\lllnc,
[B]:T0sI5mQny-MEMlndhdowmlclll!IQm

Exnlanatlon of SuN* Adiusmant8
Ra¢=IAI¢uu¢u padnefwm-1~=n~»¢1»m ocwc
Subaru Manehenhb dunrlllltorq uanuu car mu
IWFQmI!MB\edueulld$orlchh9h\gBledhelnw
lnvuumar Maud emmenlaa Mad blow

s4.5a7,114

¢2s1,5aa9
(1.0l0,5B5]_

A4i\|d¢4 ll¢=¢i1|°f1i>°¢fl

R¢vu¢~u»nau»lann=»=mr

RB\ llild ! lI¢¢1 | t i¢ndGO Ex| :ona|¢

asze4.sm
4.009§_8a1ne palnullmgo and to docda GO dstbllmssad h

MEN Toa&nnny.
1,330,600

GO Emamenoeuucn Dhlr1hutJo1vuvAeunur¢ s w f
Riczammnndui

s u r
ME!!! Mlultlnora A
asanss 25,507
43.252 ..- 1.277

zsv,e14 7.o1a
4 1 : 1 2,012
79.834 2,851

1_2m.4a6 . 148444 .
Ml=°IIln¢°\» 1wuu»i¢nei1u Wwuldforaldl-4u411»utnn1u¢a1lluhuwn-l¢.u»c¢lnp
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eseaoo
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uuono

s e w n
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z44.aaa
10,14a
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n e w

98.342
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1 .T88

404
ssa,e17

1Nw,-685

U||¢M0'"|9°'i'P4\*¢|*|'|l¢G\|7 blhflCl|fnmdl||m|pqQr¢lnd¢»¢ui9d|brbbh4fil1q:
7o8I.m unnwsunoueacomnmvf

nAwc-1aasluuuyu=gls11¢.z9z¢19ss1
CdlnrnhWl&lrF»$ludallul1
Cll5°miiWilrMsudlI lnl l
cualnnalwanunlaqqmm
C&iufl1IlV\N!!r1lnw0dlUal1
Csliumll Fuslldatlun
C w n n u u|a|1 w¢nrcaau
Cauennuachamburucmlunum
Los Midas Ohamberd Gulllnuu

nauarurqanaueccwc
u¢um¢b¢nun:cGwv3
Does-naelunenrcewc:
D\00lrl§¢l1ll'lll¢CD'WC
Dmln0tb¢1dl tccwc
o~aunanuu»¢luccwc
u a u n o n u n u u o c w c
D n n n m h u H K M M

22.s4a
4B.!2A
441.824
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1:.145
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2s1,nea
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MQ

1
2
s
4
5
s
T
I
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11
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i s
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i s
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an
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Zs A&G OIHBIXFR
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so
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CHAPARRAL CITY WATER COMPANY, INC.
Docket No. W-0211aA-07-0s51
Test Year Ended December31, 200B

Schedule mEm-1s

OPERATING :Noonan ADJUSTMENT#5 I R8we1saI of Ccmpahy pr: forma Adjustment #181
Amortizing Additional CAP Allocation

LINE
M .

1
DESCRIPTIQN
Amortization of Additional CAP Allocation

[Al
COMPANY
PROPOSED
s 54,000

[5]
STAFF

ADJ1;STMENTS
.s - .L64,w0>_

[C]
STAFF

RECQMMENDED
$ -

References:
col [A]: Company Schedule G-1
Co! [B]: Col [C] - Col [A]
Col [C}: MEM Testimony



CHAPARRAL Apr WA1ER COMPANY, INC.
D¢d<et No. W-02113A,07.,g551
Test Year Ended Decemberal, 200s

SchedWe MEM-15

OPERATING INCGME ADJUSTMENT #8 U RaW Casa Spense

UNE
HQ. osscnrpTtQn

W
COMPANY
PRQPQSEQ

[B]
STAFF

ADJUSTMENT$

[Cl
STAFF

RECOMMENDED

1 s 144.871 s (81,538) s 83,333

References.
Col [Ah Company Schadeula C-1
Col lap Col :cl - col :AL
Cd [011 MEN Teslimony - Normalized Rate Case Expense (/3vf=» -

154,613
280,000
434.513
144.871

Rate case expense was amortized In the prior rate
case. thus there is an unracovesed amount in me
test year bukthis enl have bum fully absorbed
byths t ime the ratssforlhe current Una
be¢0u'ne etfedive so no ueeognition is warranted .

2 Per Company.
a Ranalnng unraccvsfed line cos; eurpense from the prior case
4 per Emdzibit Schedule C-2, Page 5;

Current Estimated mama ca suspense per C»2, page s

Amottlzed ova a years

Per Staff:

.nr

5
e
7
a
9
10
11
12
i s
14
15
16
17
18
l g
20
21
22

Remainingunrecovered rate casa expense fromthe prior Ana
is not recognizedbaausechg mstwill havehein fully
recovered by the time Mes far this case becomeetliediue.
Remandcase expensesper company
Eatimalzed cuneal rate caseexpensebased on the adaual
billings of $75,032 through Oduber, 2807:
Nofailzed over 3 years as this has hlsterirzlly been
the Compares rem inaaase muM frequency

100,000

150.000

83.333

Q



CHAPARRAL CITY WATER COMPANY, INC.
Docks: No. W-021 t3A-07-0551
Test year Ended December31, 2006

Schedule MEM-20

OPERATING INCOME ADJUSTMENT #7 - Nomlalhalion of Chemicals Expense

UNE
M l

1

DESCRIPTlON

Normalization of Chemicals Expenses S

[AI
COMPANY
PROPQSED

127,457

[BI
STAFF

ADJUSTMENTS

7,894 s

IC]
STAFF

RECOMMENDED

99,827

2
3
4

Chanicats expenses - 2004
Chemicals expenses - 2005
Chemicals expenses 2006

s 85,210
105,814
121,457

5 Normalization of Chemicals Expenses 3-yearAvelage s 99,527

Beferencas:
Col IA): Company Sohedeule C-1
Cut [B]: Col [C] - Col lA]
Col [C1: Normalized Chemicals Expose Col [cl Ls.

Chemimls for 2007 are $88,968. Two invoices were dated Inllzrzoos for the lest year.

13



DHAPARRAL CITY WATER COMPANY, INC.
Docket No. w-0211344417-0551
Test Year Ended December 31, 2006

Schedule MEM-21

OPERATING INCOME A1JusTtnEnT#8 -Regain and Maintenance

UNE
EQ.

1

[AI
COMPANY
PRQPQSED

lm
STAFF

ADJUSTMENT$

[Cl
STAFF

REQQMMENQEDDESCRIPTIQN

Repairs and Maintenance Expense s 104.609 f19,D18'l
_S -

85,591

Refe1en» ;es:
Col [A]: Company Schedule C-1
col 1B1f col [cl - col IAN
Col [C]:MEM Testimony

Exolanatlon of Staff Adjustment - To Normalize
R8-M , 2004
R8M I 2005
R&M * zone
Staff uecpmmendad R a M eamense- Normalized.

96.152
72,e40

104,609
91,134

Explanation of staff Adjustment -To Remove the cost of Pepsl purchased as an employee benefit.

sPayment: w Pepsi Cole Company of Dallas

Normalized expense netoff Pepsi.

5.543

85,591



CHAPARRAL CITY WATER COMPANY. INC.
Dodet No. w-0211aA-07-0551
Test Year EndedDecember 31, 2006

Schedule mEm-22

OPERATING INCOME ADJUSTI&ENT#9 - Normallzatkm d General LIability Insurance Expense.

LINE

NO.

[AJ
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[Q]
STAFF

REQQMMENDED

1

DESCRIPTION

Normalization of Insurance - Genial Liability Expense ,E - 11.29 s 3,554 2,360

2
3
4
5
6
7

s 775
1 ,ago

zoos Insurance - General Liability Expense
2D04 Insurance - General Uability Expense
2D05 Insurance - General Liability Expense
2006 Insurance General Liability Enqnanse
2D? Inst ranee General Liability Expense

Nnrmalizallon of insurance - GeneW Liability Expense - 5-YearAverage s
9.187
2.380

References'
Col [A]: Company Schedeule C-1
cm (Bl: Col [C]- col [A]
Col [Clo Normalized General Liability Insurance Expense Col [C] L5.

Claim paid for 2008 is $2.682 per CCWC response to DR 1.44.



CHAPARRAL CITY WATER COMPANY, INC.
Docket No. w-112113A-0T-0551
T481Year Ended December 31, 2006

Schedule mEm~2s

OPERATING INCOME ADJUSTMENT #10 -ousnaa Servlcas Expense

LNE
NQ. DESCRIPTION

[*}
COMPANY
PROPOSED

[Bl
STAFF

ADJUSTMENTS

[C]
STAFF

RECQMMENDEQ

outsole Services Ezqaense
Expensed plant
Late Filing Penalty for 2005 ACC Annual Report
Rate case enqaensa for appeltata court

s 265.544 s

s 266,544
- Fl

(37,673)
(45)

(3309
_ras,04a1 s

2.ss,544
(37,673)

(45)
M o l

22B,49B

Rnfnrru1r~as'

Column A: Company Schedule C-1
Column B: Testimony. MEM, Company Dall Request Respnnaas MEM 8.1, MEM 16.2

Oolurnn C: Cohzmn [A1+ Column [B]

Acct no,
304-Sirud & Wprvmnts
304-struct & Imprwnnts
384-Struct & lmprvmnts - See (A) below.

PLANT COSTS Remover: FROII ouTslr>E SERVIGES (menu a.1 )
n e w t o n Amount
New irrigation inslalstion s
lnslallalion of 30' x B' fencing w/panals S
Profiasslonal survey fornew lance line S

Total for Strudules and Impfuvements S

2,500.00
4,375.00
4,715.00

11,538.00

311 - Elem Pumping Equip

311 - exec pumnfm Euuin
311 1 Elem Pumping Equip

RéEondilicn motor
Removal a repdr d pump
Removal a. repair of motor and pump
Total for Elemis Pump ng Equlprnerli

s
s
s
s

s

7,44e.00
5,512.62

13,122.5?
28,853.29

Total oxporned plant 37,573.29

1
2
3
4
s

s
7
8
9

10

11

12
13
14
15
16
1 1
LB
19
20
21
22
23

24
25

2s
21
28
29
30
31
32

83
as
as

UISALLOWED cosls REMOVED FROM OUTSIDE SERWCES (men B.1 )
Type ofDocumeniitilnn Description
Chedf. request - See (B) below. penailyfot late tiling ACC report
Invoice Ram case eucpense for appellate court

Total Dtsaliowad costs

Amount

s
s

. s

45.00
sauna
375.00

(Al Fee paid to Morrison. Maieria, Inc. fer property line surveying services that Is a one-time ezqaetrditurve.
(B) Late tiling penalty for 2005 Annual Report m the AZ Corporation Commission



CHAPARRAL CITY WATER COMPANY, INC.
Docket No. W-02113A-07-0551
Test Year Ended December 31,2006

Schedule MEM-24

OPERATING INCOME ADJUSTMENT #11 Water Testing Expense

LINE
NO.

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[CI
STAFF

RECOMMENDED

1

DESCRIPTION

Normalization of Water Testing Expense par MSJ s 43.458_ s (17,520) s 25,s3a

References:
Col [AL' Company Schedeule C~1
Col [B]: Cot [C] - Co! [A]
Col [CI: Normalized water Testing Expense Col [C] L1 .



LINE
no. IPro Tax Calwlalion

STAFF
ASADJUSTED

STAFF
RECOMMENDED

CHAPARRAL CITY WATER COMPANY. INC.
Docks!Na. W-02113A-07-0551
Test Year ErodedDecember31. 2008

Schedule MEM-25

OPERAT\NG INCOME ADJUSTMENT #12 'p Property Tax Expense

(Cl

s s

s
s

s

s

s
s

1
2
3
4
5
s
T
B
g
10
11
12
13
14
15

Staff Adjusted Test YearRevenuer 2005
weigh: Factor
Subtotal (Line 1 ' Line 2)
Staff RecommendedRevenue. Per Schedule MEM-1
Subtotal (Line4 + Line 5)

Number of Years
Three YsarAverage (Line 5 f Line 6)
Department of RevenueMutilpler
Revenue Base Value (Ume7 ' Line B)
Plus: 10%of cw[p -
Less: NetBook Value ofLicensed Vehicles
FullCash value (Line9 + Line 10- Line11)
Assessment Ratio
AssessmentValue (Lina 12 ' Lina 13}
Composite Property Tax Rate (Per Company Schedule 0-2.Page3, Line11

7,446,700
2

141893,400
7,448,700

22,340,100
3

7,445,700
2

141893,400
224.140
474,678

14,642,862
23.0%

3.357.858
T.7913%

s

7,448,700
2

14,893,400
9,181,985

24,075,365
a

8,aa5,1zz
2

16,050,244
224,140
474,678

15,799,706
2s.o%

3,683,932
?.7913%

16
17

staff Test YearAdlustsd Properly Tax (Line14 * Llne 15)
Company ProposedProperly Tax

s 282.409
295,813

18.
19
20
21

s -._§§.-4419>staff Test Year Adjustment (Line 16-Line 17)
Property Tax Staff Raenmmended Revenue (Line 14 ' Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Enpensa Due to lneuease in Revenue Requirement

s
$
s

2B31131
282. no

20431

22
23

24

lnuuase to Property Tax Expense
lnuease in Revenue Requirement
lnaease to Property Tax per Dolor Inauase in Revvenue (Line1 9Jli11e 20)

s 20.731
1.735.255
1.184B6B%



CHAPARRAL CITY WATeR COMPANY. INC.
Dodcet No. W-D2118A-07-0551
Test Year Ended December 31. zoos

Schedule MEM-25

OPERATING INCOME MDJUSTMENT :ms ¢ TEST YEAR INCOME TAXES

:As
COMPANY
PROPOSED

B31
sTA:=1=

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

LINE

NO

1

Qt5sgRlp'r1on

looms Tax Expense s 270.020 t+.;t?8?5. s_ 467,295

Refeiuncegc
Gal [A]: company Sdwedeude c-1
Cut [B}: Col [C] - Co! [A]
Car fez Schedule mEm-2, ume 52.
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LZNE

NO.-

CUSTOMER
CLASS

CURRENT RATES
AVERAGE MED IAN

USAGE DOLLARS USAGE DOLLARS

Residential 3/4"
Residentld 1"
Reelaemias 1.5"
Residential z"
Residemid 3"

Commericd 314°
Commerical 1*
Commerical 1.5"
Commelical 21
Commerid 31
Cammelical 4"

lrduitlid W
lrdustrial 11
Industrial1.5"

Irrlgalion 3/4'
lITlgaUun 1'
Irrigation 1.5"
lrrigaliun 2'
lnigatinn 411
Irrigation e*

Construction SIR'
ConshruWon 1"
Consh'ucBorl 2*
Cnnsbudon 3"
Construction 4"

Flue Hydrant (Stamdplpe) 3"
Fire Hydrant (StaMpipe)4°

Fire sprir4<1¢¢ aw
Fara Spfinlder 1'
Fare Sprinkler1.5"

32.37
48.14

148,15
255.77
$2197

8,450 s
10,095 s
29,821 s
72,924 s
701226 s

43.94
67.88

165.59
245.34
233.07
896.09

11,528
17,907
47,735
68,389
34.550

188.146

s
s
s
s
s
s

153.85
21T.68
13257

s
s
s

s
s
s
s
s
3

39.70
87.88

164.23
254.50

3,055.39
8,957.63

ams

a,o00

18,732
41,781
78,173

T16,348
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LINE
NO.

CUSTOMER
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COMPANY PROPOSED RATES
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1
2
3
4
5
B
8
1
B
9
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11
12
13
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28
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32
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Resldenllal 3/4"
Rasldentlal 1"
Residential 1.5"
Resldentiaf 2"
Residential 3"

Cummaical 3l'4"
Commerical 1"
Commerical 1.5"
Commerical2"
Commerical 3"
Canwnerlcar 4*

Industrial : aw
maun-la: 1"
lrldustrlaI 1.5"

lrngauun 314'
Irrlgalion 1"
Irrlgalbn 15"
Irrigation 2"
rmgaunn 4"
lrfigalion B"

Clanlrlnlalrln you
Construction 1"
cnnstfuaim 21
Cnnstludion 3'
Construction4 '

Fire Hydsanz (Sranapap¢) 3 '
Flre Hyriram (standlipel 4'

Fire Sprinkler 3/4"
Fire Sprinkler 1
Fire Sprinkler 1.5"

44.17
s5.ea

282.13
350.32
440.65

8.450
10,095
29 821
72,924
70.226

s
s
s
s
s
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92.53
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s
s
s
s
s
s
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s
s
$
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e.543.07
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3
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28
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w a s
145.87
414.19
414.19
484.55
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91,500 s
a3;uo0 s

34.03
4s.sa

118.38
173.53
238.75
583.06

4,501 s
5,500 s

13,500 s
21,500 s
11,500 s
79,500 s
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30.97
71.95

s
s
s
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84.28

15e.1a
318.20
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s
s
s
$
s
s
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1s,500
24,500
53.000

157,000
1,3121000

s
s
s
s
s

11.500
59,000
19,500

100,000

18.56
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302.45
255.25
574.17

s
s

231.87
2,240.18

0,500
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-1 s
s
s

10.00
10.00
10.00
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NO.

CUSTOMER
CLASS

STAF RECOMMENDED RATES
AVERAGE mEDIAN

USAGE DGLLARS USAGE DOLLARS

1
2
3
4
5
s
B
7
8
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13
14
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30
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32
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Residential 1'
Residential 115"
Residential 2'
Residential 3'

Commerical aw
Commerical 11
Commerical 15"
Commerical 2"
Commerical a-
CommeNce! 4"

Industrial 314'
Industrial 11

Industrial 1.5"

lnigalion 3/4"
lrrigallon 1"
flfigalian 1.5"
Irrigation 2"
Irrigation 4"
lnrlgalinn 5"

Construction 341
Construction 1'
Construction 2'
Construction 3'
Constludion 'I

Firm Hydrant (Standpipe) 3'
Fire Hydlarrl 4sl;fl4919614"

Fire Sprinkler 3/4"
Firs Spdlkler 1"
Fire Splilkler 1.5"

s
8

s
s
s

81450
10,095
29,821
72,924
70,225

36.46
54.48

1s4.u8
289.94
355.06

49.70
77.29

187.39
278.70
250.89
773.55

11,s2s
11,907
471735
58.389
34,550

1ae.146

s
s
s
s
s
s

s
s
s

5,375

8,000

170.27
242.90
148.89

16,732
41,781
75,173

116,345
1,813,070
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s
s
s
s
s

63.88
147.00
270.43
415.73

5.s24. 16
1B.377.04

17.80-
59.46

153. 12
604.53
425.94
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11,803 s
586.000 s

180,682 s
94,500 s

26,121
515.917

228.27
1 .739,40

s
5

s
s
s

a
SO

28

10.01
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10.08
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344.18
392.38
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21 .500
91 ,sou
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s
s
s
s
s

s
s
s
s
s
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13.500
21,s00
11,500
79.500

28.14
41.96
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482.14
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¢
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s
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25.00
48.90
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s 70.26
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10.00
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CAP Amortization - This adjustment decreases expenses by $64,000. This adjustment

removes $64,000 related to the purchase of the additional CAP allocation that has been

determined to be an intangible asset not eligible for amortization.

Rate Case Expense - This adjustment decreases expenses by $61,538 to reflect a

normalized amount of $83,333.

Chemicals Expense - This acgustment decreases expenses by $27,630 to reflect a

normalized amount of $99,827.

Repairs & Maintenance- This adjustment decreases expenses by $19,018. This amount

includes the disallowance of$5,543in expenses related to the purchase of beverages as an

employee benefit and to reflect a nonnnalized amount of $85,591.

Insurance- This adjustment increases expenses by $3,654 to reflect a normalized amount

of$2,360.

Outside Services- This adjustment decreases expeiuseshy $38,048 to remove disallowed

expenses and capitalize costs expensed that should have been classified as p1ant-in-

service.

1
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4

5

6

'7

8

9

10

11

12

13

14

15

16

1'7

18

19

20

21

22

23

24

Water Testing Expense - This adjustment decreases expenses by $17,820 to reflect a

normalized amount of$25,638.
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Property Tax Expense - This adjustment decreases expenses by $33,413 to reHeat Staffs

cMWa1ionwMg the modified Arizona Department of Revenue property tax calculation

methodology.

Income Tax Expense

application of statutory state and federal income tax rates to StatE's taxable income.

- This adjustment increases expenses by $197,275 to reflect

RATE BASE

Q. Please review Chaparral City's proposed ratebase.

A. The Company is proposing a FVRB of 528,768,975 based upon an equal weighting of its

OCRB and RCRB as Shown on Schedule MEM FVRB-2 .

1

2

3

4

5

6

7

8

9

10

11

12

13 Q.

A.

Is Staff recommending any changes to the Company's proposed rate base?

14

15

16

1'7

18 I

Yes. Staff recommends a FVRB of $27,050,414 based upon an equal weighting of Stalin's

OCRB and RCRB as shown on Schedule MEM FVRB-2, a reduction of $1,718,560 Hom

the Company's proposed FVRB.

Q.

19 A.

20

21

22

How many rate base adj ustments is Staff recommending?

Staff recommends seven adjustments to rate base as shown on Schedules MEM-3 and

MEM-4. Each adjustment described below is made to the OCRB, with a corresponding

adjustment made to the RCRB as shown on Schedules MEM RCN-1 and MEM RCN-2.

A detailed explanation of Staffs adjustments follows below.
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Rate Base Adjustment No. 1 - Settlement Proceeds for Wells Taken Out-of-Service.

Q. What are the circumstances which resulted in the settlement with the FOuntain Hills

Sanitation District for taking Wells 8 and 9 ("Wells") out of service?

Fountain Hills Sanitary District ("Distlict") needed an aquifer storage and recovery well

("effluent storage weli") to pump and store its eitluent. The effluent storage well would

be located near the Wells, a potable water source. The close proximity of the effluent

storage well to the potable water source posed a contamination risk, so the prior owners of

CCWC, MCO Properties {"MCO"), and the District began negotiations in order to remove

any possible adverse consequences to the Company's customers.

A.

MCO and the District reached an agmreeinuent to exchange wells. One of the key terms of

the agreement was that the District would provide a new replay ant well with similar

water quality and production capacity as the Wells. ARe1r the replacement well was built

and the new effluent storage wet] became operational, the Wells would be taken out of

service and physically isolated Erorn the system. Unfortunately, the District was unable to

construct an adequate replacement well and a new agreement had to be negotiated.

a n

Q-

A.

What was the new agreement?

In February, 2005, CCWC and the District reached an agreement wherein the District paid

CCWC $1,520,000 in exchange for the Wells no longer being used to provide potable

water service.

I
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20
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22
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25

Q-

A.

When were Wells 8 and 9 put in service?

Wells 8 and 9 were put in service in 1971 and 1972, respectively.

I'
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Q.

A.

Arethese Wells fully depreciated?

Yes, they became fully depreciated 'm 2001 and 2002 according to the Company's

response to DataRequest MEM 7.3. The useful life assigned to "Wells and Springs" is 30

years but, because CCWC uses the group depreciation method, the cost of the wells is still

included in the calculation of depreciation expense and the determination of rate base until

new rates become effective as a result of the instant rate case.

Q-

A.

Has CCWC been compensated for the risk it incurred in mankiltng the investment in

the Wells?

Yes, the ratepayers, through the depreciation expense and return on rate base included in

their water service rates, have paid the Company for the original cost of the Wells, and

have continued to pay because CCWC uses the "group depreciation method", which will

be addressed later in my testimony.

Q-

A.

Does the S1 .52 million payment represent a gain on the sale ofutility property?

No, it does not. The Company did not sell the Wells. The Company continues to own the

wells. Therefore, no gainwas realized. The $1 .52 M H i o n p a w w t is the proceeds from a

settlement agreement. Consequently, any characterization of the settlement proceeds as a

"gain" is incorrect. Additionally, the Company could potentially sell the Wells at some

1
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5
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7

8

9

10
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13
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15

16

17

18

19

20

21

22

point in the fixture; Although the ~an ant gives the District an option to acquire well 8

for no additional eonsidelraition, this had not occurred at the time of Staffs on-site visit on

Ami l s. 2008.
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Q- How was the settlement amount of $1.52 nnlillion determined?

A. According to the testimony of Mr. Robert N. Hanford, District Manager of CCWC, the

$1.52 million represents the "equivalent cost of water to replace that amount the We1Is

would have produced over the rennaiinder of its useful life" (page 10, at line 12).

Q- Has the Company replaced the water supply that would have served customers from

the Wells with more expensive CAP water?

A. Yes. The Company has replaced the water that would have. been pumped firm Well 9 to

serve customers with part of the 6,978 acre feet of CAP water Rom its 1984 CAP contract.

CAP water, which is signilicantl-y more expensive than the cost of using water from Weil

9. Moreover, the customers have frilly paid for the well and the approximately $1.52

million 'm water contained in it. The-$1.52 million was meant to compensate the

Company for an equal amount of water regardless of where the Company actually

obtained the water. The $1.52 million would effectively lower the cost of the more

expensive CAP water to that of the less expensive water that would have been pumped

from Well 9; therefore, making the customers whole.

Q- Why was the well water replaced with the CAP water?

1
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4

5
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21

22
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24

A. The Company's 6,978 acre feet at"CAP water, in most prior years, was actually more than

that needed to serve its test year customers. Therefore, s`u1ce it had an excess of water

from its underutilized CAP allocation, and would have had to pay the same amount for the

CAP water regardless of the amount it used, the Company made a management decision to

stop using water &om well 9. This decision effectively replaced Well 9 water with CAP

water.
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Q- Will the CCWC customers have to pay higher rates because CAP water is used?

Yes,because CAP water is more expensive than pump'mgground water.

Q- Is there another reason for utilizing CAP water?

A. Yes, CAP water is a renewable resource and its use is encouraged by the Arizona

Department of Water Resources ("ADWR") as being in the public interest.

Q-

1

2

3

4

5

61

7

8

9

10

11

12 .

13

14

15

16

17

18 Q-

19- A.

20

21

22

A.

What ratenaall i lng treatment does the Company propose for the s1.sz mill ion in

settlement proceeds?

The Company proposes a 50 - 50 sllaurilog between the ratepayers and the shareholders.

Spociioally, the Company proposes to set up a regulatory liability to reduce rate base by

one-half of the $1.52 million (or $760,000). The regulatory liability would be amortized

over 10 years and would have the effect ofreducMg operating expenses by one-tenth (or

approximately $76,000) each year for ten years. The total amount the Company has

proposed is $646,000 which represents the $760,000 amortized over two years [Le.,

$760,000 -- ($'76,000/2) - $76,000 = $646,000].

A.

What is the basis for the Company's proposal?

The Company states that "There is precedent by this Commission to silalre extraordinary

gains equally between the Company's shareholders and its rate payers." See Arizona

Water Company - Eastern Group Decision No. 66849 (March 19, 2004) at 32-35 ..."

(Bourassa, page 11, at line 5).
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Q- Does Staff believe that this settlement iS similar or identical to the Arizona Water

case cited above?

No. Although both 'mvelve a settlement, the Arizona Water case results in a monetary

payment being received in addition to replacement water. In the CCWC case, the

settlement proceeds represent the anticipated east of replacement water.

Q,

A.

For ratemaking purposes, how should the $1.52 million be treated?

Staff is recommending that all of the $1.52 million in settlement proceeds (which

represents the cost to replace the Wells' water supply that customers had fully paid for)

flow through to rate payers to compensate them for the higher rates they are paying and

will continue to pay forth CAP water that replaced the Wells* water supply.

What is StamPs adjustment to ratebase?

Staff recommends reducing rate base by $1.52 million less the amortization expense for

2005 and 2006 leaving a regulatory liability balance of $1,216,000.

Q-

A. The Company has two CAP allocations. One is a 6,978 acre feet allocation that was

purchased 'm 1984 and used to serve test year customers. The other is a 1,931 acre feet

allocation purchased 'm 2007.

Rate Base Adjustment No. 2 - Deferred Regulatory Assets

Briefly discuss the Company's Central Arizona Project ("CAP") water allocations.

Q,

l

2
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4
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6
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8
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12 ]

13 Q-

14 A.

15

16

1'7

18

19

20

21

22

23

24

25

26

A.

A.

What is the Company proposing regarding Deferred Regulatory Assets?

The Company has made a pro-forma adjustment to include in rate base, at the end of the

2006 test year, the cost of the additional allotment of 1,931 acre feet of Municipal and

Industrial ("M&P') water that has been purchased Bom the United States Bureau of



Direct Testimony of Marvin E. Millsap
Docket No. W-02113A-07-055 I
Page 16

I

Reclamation and Central Arizona Water Conservation District in 2007. A payment of

$1,280,000 for prior capital charges was required by December 1, 2007. As an alterative,

CCWC could have selected an interest-&ee 5vc~yea1T installment payment plan.

Q,

A.

What ratemaking treatmentis the Company proposing for its 2007 CAP allocation?

The Company is proposing to include the 2007 CAP allocation in rate base as a regt}atory

asset to be amortized to expense over a twenty-yearperiod($64,000 per year).

Q.

A.

What are the Company's reasons for including the 2007 CAP allocation in rate base?

The Company claims that the 2007 CAP allocation is revenue neutral and used and useful.

Q- Does Staff agree that the Commission should recognize the cost of the additional

CAP allotment as a regulatory asset?

A. No. Staff believes that' the additional CAP Allotment should be recognized as part of

"post test year" ("PTY") plant rather than a deferred asset. Further, the Company is in

ogre ant with Stat? that the CAP allotment punclmased in 2007 is PTYplant (Bourassa

Direct, page ll, at line 25).

a n

Q.

1
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13

14
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A.

What is Sta£l's recommendation regarding the rate base treatment of the additional

CAP allotment?

Staff recommends that the Company's pro-forma adjustment to increase rate base by

$1,280,000 be reversed on the basis that the allocation has properties more associated with

a water right and, thus, should be reclassified to plant-in-service as an intangible asset not

subject to amortization
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Q- Why does Staff believe the additional CAP allotment is a water right?

Because CCWC has entered into a contract with the United States Bureau of Reclamation

and Central Arizona Water Conservation District for delivery of 8,909 acre feet of water

(the original 6,978 plus the additional 1,93l) dated March 7, 2007, "for a period of 100

years beginning Iacrmaxy 1 of the Year following that which the subcontract becomes

effective," per Article 4.2 of the subcontract. This Article also provides for annual

renewals of the contract at the option of CCWC. The 8,909 acre feet quantity is described

in Article 4.12(a) of the contract as an: "Entitlement to Project M & I Water". The term

of the contract and renewal provisions indicates that CCWC can receive 8,909 acre feet of

water per year forever, or into perpetuity

Q. 'Why does Staff  believe that the cost of the additional allotment should not be

A.

amortized?

Staff believes that the cost of the additional allotment is an intangible asset that will not

decline or dirninish in value. The value of the allocation may increase but the Bureau of

Reclamation prohibits CAP allocations firm being sold for more than the accumulated M

8: I charges.
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Q,

A.

Is the additional CAP water used and useful?

A.

Partially. A detailed explanation can be found on page 9 of the Engineering Report of

Stay witness Mr. 1vi8r1ni Scott, Jr.'s direct testimony. He has determined that Etty-pement

of the additional CAP allocation of 1,931 acre feet of water is usedand useiiil.
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Q. Has the Commission previously allowed recovery of PTY plant costs?

Yes. However, the Commission typically does not allow recovery of PTY plant costs

when there is no plan for use in the near future, especially when the plant is not used to

serve test year customers.

Q-

A.

Does Staff believe that CCWC has acted prudently in the purchase of the additional

CAP allotment?

Yes, because the reallocation of CAP water occurs infrequently, and because the CAP

water is oversubscribed, it becomes imperative to secure an alloUnent when it is available.

Another factor in considering the purchase prudent is that CAP reallocations have to be

taken in whole as presented _ it is an all or none situation Also, the additional allotment

of 1,931 acre feet will allow CCWC to limit, or eliminate, the use of groundwater to serve

its customers.

Does Staff characterize the CAP entitlement as a renewable resource?Q.

A. Yes.

Q. What is Staffs adjustment regarding the cast of the additional CAP allocation

1
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purchased in 2007?

SHE has reclassified the "Deferred Regulatory Assets" b81aJnce of $1,280,000 to NARUC

USOA number 303, Land and Land Rights, as a plant-in-sem'ce coupon t.4I

A.

A.

Rate Base Adjustment No. 3 - Test Year General Office ("GO") Plant Alla son

Q. What is the Company proposing for Plant in Service?

A. The Company is Pr° p0si11g a total of $51,053,252 for Plant in Service relatingto its

OCRB. The Company is proposing all plant, property and equipment that were in service

Br:
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duximlg the test year, plus an allocation of $751,171 related to GO plant for a tcltal of

$51,804,421

Is Staff in agreement with the Companty'~ proposed amount of Plant in Service,

including the GO plant?

No, during its regulatory audit of GO plant, several luxury vehicles were discovered, as

well as two studies that originated before acquisition of CCWC and, based on the

Company's response to a data request relate strictly to 'the parent companys California

operations. At the 321 percentage allocation rate used by the Company, the value of

these items amounts to $48,608 that Staff proposes to remove from GO plant.

Q- Is Staff in agreement with the Company's proposed allocation percentage for the GO

I

2

3

4 Q.
5
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7
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A.

A.

plant?

No, during Sta.H's review of the allocation percentage assigned to CCWC relative to all of

American States Water Company's ("AWR") operations it was determined that it should

be 4.0 percent for the test year 2006 using the same four factor formula proposed by the

Company. The Company has proposed an allocation of GO plant of 3.21 percent based on

a four factor formula consistingof (1) number of customers; (2) value of utility plant-in-

savice, (3) operating expenses; and (4) labor costs. Staff discovered that the 3.21 percent

was based on using data as of September, 2005, in the four factor formula. Staff requested

data as of the end of the test year and believes that this is more accurate given the

expansion of non-regulated operations and the inconsimency of the Company's proposed

GO allocation percentage -3.21 percent for plant and 3.74 percent for operating expenses,

which will be discussed late in my testimony.
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Q-

A.

Why is Staff recommending removal of the cost of study included in GO plant?

In both cases the studies were completed before the acquisition of CCWC and were

ordered Hy the CPUC or mandated by California Statutes. One is a management audit

ordered by the CPUC that was completed in 1995 and cost $420,000. The other most,

$820,254, to be excluded is for water management plans completed in 1998 in conjunction

with California Water Code Sections 10610 through 10657.

A.

What is the llllwunt of Staff's adjustment to increase the allocation of GO plant to

CCWC?

After removing the cost of the luxury vehicles and the studies that do not b€11efit Arizona

ratepayer and applying the 4.0 allocation percentage, GO plant in service original cost is

increased by $124,299, or $174,963 RCN. Thus, 5875,470, or $1,167,091 RCN, of GO

plant is included 'm CCWC'*s rate base. The details of this adjustment are presented on

Schedule MEM-7 .

1
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Rate Base Adjustment No. 4 - Accumulated Depreciation

Q. Would you please explain Stafl"s rate base adj vestment No. 4.

A. Stalffs adjustment reduces Accumulated Depreciation by $2,031,950 from the Company's

amount of  $15,877,M2 to ref lect Staff's calculated Accumulated Depreciation of

$13,845,072. The readen for this difference is related to Start' using the 4.0 GO plant

allocation percentage and the plant additions Md retirements discussed 'm Rate Base

Adjustments No. 6 and No. T. Changing the GO allocation increased accumulated

depreciation by $84,561. Plant additions increased accumulated deprecation by $1,823

and retirements decreased accumulated depreciation by $2,118,334 as shown on Schedule

MEM-8. Plant additions and retirements are discussed on Schedule MEM-10 and MEM-

11.
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Q. What additional adjustment has Stalffincluded on ScheduleMEM-8?

Staff witness Mr. Marlin Scott, J1:.'s direct testimony indicates that several plant items

have been iuconcctly classified in the Company's records and describes the correct

category for these items. Part of Staffs adjustment on Schedule MEM-8 rcclassiies the

accumulated depreciation for the listed items into the proper NARUC account numbers.

Q.

A.

How did Staff determine the amount of accumulated depreciation to reclassify?

Sta£t` used the acquisition dates mentioned in Staff witness Mr. Marlin Scott, Jr.'s direct

testimony and recalculated the annual depreciation expense for each year since then

Ilnrough the test year, which was then summed to derive the accumulated depreciation

balance. Since the reclassification emailed the reduction of some account balances and

increases in others by the exact same amounts, there is no impact on the overall

accumulated depreciation balance.

Q-

A.

What is Stay's recommendation?

Staff recommends reducing Original Cost New ("OCN") Accumulated Depreciation by

$2,031,950, Rom $15,877,022 to $13,845,072 as shown 0B Schedule MEM-8.

Q-
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A.

A.

What additional recommendation is Staff making regarding OCN plant accounting

and accumulated depreciation?

Staff recommends that CCWC adopt, on a going forward basis, the "Group Depreciation"

method in which the additions for eacll year and for each plant account are considered a

separate "gt-oup." This will facilitate the identification of the cost of specific assets, and

their associated accumulated depreciation, so that the proper amounts can be retired when

appropriate.
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Q,

A.

Is there a corresponding adjustment for Reconstruction CostNew plant?

Yes. Staff discovered that the OCN accumulated depreciation totals by NARUC Account

Number presented in on Exhibit Schedule B-2, Page ad did not agree with the OCN totals

used on Exhibit Schedule B-4, the RCN calculation schedule. Staff proposes two

adjustments to RCN: the first is a decrease of $2,620,789, as shown on Schedule MEM-

RCN-2, which results Hom additions and retirements of plant. The second adjustment is

an increase of $113,818 resulting .from the change in GO allocation percentage but this is

offset Hy the decrease of $2,620,789 so the net decrease in RCN accumulated depreciation

is $2,506,970.

Q-

A.

What is Stalls's recommendation regarding RCN accumulated depreciation?
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Staff recommends decreasing RCN Accumulated Depreciation by $2,506,970, &om

$25,894,686 per Exhibit Schedule B-3,~Page 1 to $23,387,716 as shown on Schedule

MEM-RCN-2.

Rate Base Adj vestment No. 5 -- Removal of Working Capital Components.

Q. Would you please explain Staffs rate base adjustmentNo. 5?

A. Yes. StaFFs adjustment accounts for a decrease to rate base by removing Unamortized

Debt Issuance Costs, M24,0I0, Prepayments, $192,485, and Materials and Supplies

Inventory, $14,521. These balances ah considered 'm working capital calculations along

with a cash working capital component derived firm a lead/lag study, for overall inclusion

in rate base.
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Q.

A.

Why did Staff disallow the Unamortized Debt Issuance Costs from being included in

rate base?

Debt issuance mosts are a "below the line" expense the same as interest and, thus, should

be paid from the return on rate base portion of the charges to ratepayers. Consequently,

the unamortized debt issuance costs are attributable to the shareholders, did not require an

outlay of cash by the shareholders and Rom a ratemakiang standpoint should not be

allowed to cam a rate ofretum by being included in ratebase.

Q-

A.

Did CCWC request a cash working capital allowance as part of its rate base?

No, and the Company did not prepare a lead fag study to determine what the amount of

cash working capital should be.

What is Staffs rationale for its recommendation to disallow Prepayments and

Material and Supplies Inventory from ratebase?

The Company failed to provide a lead/lag study to dwermine the cash working capital

component. Since the vital portion of Worldng capitalist missing, it is inappropriate to

consider other components of working capital.

Q.
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A.

A.

What is Stat'l's recommendation?

Staff recommends that Unamortized. Debt Issuance Costs, $424,010, Prepayments,

$l92,485, and Materials and Supplies Inventory, $14,521 be excluded from the rate base.
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Q.

A.

Does Staff have additionrd recommendations regarding a cash working capital

allowance?

Yes, Staff recommends that the Company be ordered to perform and subunit a Lead.'Lag

Study in conjunction witl1 its next rate adjustment request application in order to meet the

sufficiency requirement ofthal filing.

Rate Base Adjustment No. 6. - Expensed Plant (Capitalize Charges to Outside Services)

Q. Please provide guideline that companies should use in determining whether a cost

should be capitalized by recording it in a plant account or treated as an operating

A.

expense.

The Arizona Administrative Code R14-2-411 D.2 requires water companies to maintain

their accounting records 'm accordance Mth the NARUC USGA. It states that "Each

util ity shall maintain its books and records in conformity with the Uniform System of

Aceounrcs for Class A, B, C and D Water Utilities" (emphasis added).

Further, the.NARUC USOA provides a listing of plant accounts and the types of costs that

should be recorded in each account. Utilities should use the plant account listing and

Accounting Instruction No. 14 "Utility Plant - Components of Construction Costs" to

determine what 00sts should be recorded as plant.
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Q- Did CCWC propose to expense costs that should be recorded in plant accounts?

Yes, according to the NARUC USOA, the Company expensed plant costs incurred for

irrigation installation, fence instalIatioll, and pumps as shown on Schedule MEM-10 and

MEM-23.

A.
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1 Q-

A.

Whatis the effect of expensingplant?

If the NARUC USOA is not complied with, the result is an overstatement of operating

expenses and understatement of rate base. Adherence to the matching principle and the

NARUC USOA requires that the cost of an asset that benefits more than one accounting

period be capitalized (by recording it in a plant account) and depreciated over the asset's

useful life.

Q, What is Stair' recommendation?

A. Staff recomm s increasing plant 'm service by $37,673 to reclassify plant that was

incorrectly recorded as an operating expense as shown on Schedule MEM-23. This

adjustment to OCRB is reflected on Schedule MEM - 10, and the adjustment to RCRB is

presented on Schedule MEM RCN-5, page 2 of 2.
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Rate Base Adjustment No. '7 - Utility Plant-In-Service, Wells and Other Plant to be Retired

Q. Were the Wells discussed in Rate Base Adjustment No. 1 used and useful during the

test year?

No, they were not. As Staff discussed earlier, the wells were taken out of service in

accordance with the well settlement agreement. Further, there are no pumps on the wells

so they cannot be used as a back-up source of water when the CAP water is shut down

for repair and maintenance.

A.

Q-

A.

What is theCompany'sproposed treatment of the Wells?

The Company proposes to include the Wells implant in service.
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Q.

A.

What is the effect of CCWC's proposal to include the Wells in rate base?

CCWC's proposal to include the Wells, with a combined cost for OCRB purposes of

$103,468, or RCRB of $434,984, in rate base over-states the revenue requirement, and

ultimately, the rates paid by the Company's customers.

Q- Does CCWC have other plant in service which is not considered used and useful?

A. Yes. As described on Table 8 of Exhibit MSJ, attached to Marlin Scott, Jr.'s Testimony,

there is an additional $2,014,866 of plant not used and useful. This plant is primarily

related to the water heatxneNt facility acquired in 1986 through 1989. The RCN of this

non-used and useful plant is $3,269,076

Q. What is the appropriate ratemaking treatment for plant that is not used and useful

in the test year?

For ratemaking purposes, plant that is not used to provide service to customers during the

test year should be removed Eoin rate base.
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Q.

A.

What is Stafi"s recommendation?

Staff recommends decreasing plant in service by $2,1184334, RCN $2,480,011 , to remove

the.wel1s and other Plant that is not used and useful from rate base as shown on Schedule

MEM-11 3I1d MEM RCN-5.

I

A.
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A.

OPERATING INCOME

Operating Income Summary

Q. What are the results of Staff's analysis of test year revenues, expenses, and operating

income?

StaH"s analysis resulted in adjusted test year revenues of $7,446,'7(l)0, expenses of

$6,443,612, and operating income of $1,003,088 as shown on Schedules MEM-I2 and

MEM-13. Staffnnade thirteen adjustments to operating income.

Q, 1?

A. Staffs adjustment increases the negative amortization expense related to the "Gain on

Well" by $76,000, &om $76,000 to $152,000, as discussed in Rate Base Adjustment No.

1. As discussed 'm Staffs rate base adjustment, the Company has mischaracterized the

settlement proceeds as a "gain" but they are actually from the settlement to reunove the

Wells from service. Staff's calculation of the "Amortization of Well Settlement Proceeds"

is shown on Schedule MEM-14 and MEM S.

Dperating Income Adjustment No. 1 - Amortization of Well Settlement Proceeds.

Would you please explain Staff's operating income adjustment No.

Q-

A.

What is StamPs recommendation?

Staifrecommends increasing "Amortization of the Well Settlement Proceeds" by $76,000,

firm $76,000 to $1S2,00G, which will allocate all of the proceeds received by CCWC for

taking the Wells out of service to the ratepayers and amortize the proceeds over ten years.
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Q,

A. Stalfi's adjustment reduces Purclxased Water Expense by $20,306, 80111 $831,656 w

$811,351. Staff removed $20,306 due to the finding that the additional CAP allocation is

Operating Income Adjustment No. 2 - Purchased Water Expense.

Would you please explain Staii's operating income adjustment No. 2?
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only fifty percent used and usethl. The Company's Pro Forma Adjustment No. 5 included

an increase for the operatingexpenses related to the additional CAP allocation but did not

isolate that portion of the adjustment so it cannot simply be reversed. Schedule MEM-15

shows Staffs calculation of this adjustment.

Q- What is Staffs recommendation?

A. Staff recommends reducing Purchased Water Expense by $20,306, 8'otn $831,656 to

$811,351.

Operating Income Adjustment No. 3 - Depreciation Expense

Q, Would you please explain StamPs operating income adjustment No. 3?

A. Staffs adjustment decreases Depreciation Expense by $86,188, Eom $1,608,019 to

$1,521,831. The pminuary di8%rem:e 'm depreciation expense is Malted to Stay's GO

allocation percentage increase and the retiredment of  CCWC Wells 8 ad 9 plus

capitalization of outside services per rate base adjustments discussed in that portion of my

testimony. Additionally, a portion of the difference is related to Staffs calculated CIAC

amortization, which results &'om a larger composite d.epreciation rate. Schedule MEM-16

shows Staff' s cadtrulation of Degpurecciation Expense.
I
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Q-

A.

What is Staffs recommendation?

Staff recommends decreasing Depreciation Expense by $86,188, tim $1,608,019 to

S1,52l,831.
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Operating Income Adjustment No. 4 - Miscellaneous Expenses

Q, Would you please explain Staffs operating income adjustment no. 4?

A. Stab's adjustment increases Miscellaneous Expense by $3'7,214, from $1,259,948 to

$1,297,162. Theme are two components that comprise this adjustment: the allocation of

GO expenses and meMbership dues.

Q- Please discuss Staffs adjustments to the GO Expense Allocation.

A. First, $251,538 was removed from the GO expense pool of $34,557,114 because it

represented the cost of memberships in organizations that only benefited California

ratepayers, and/or portions of membership dues which Stafif could identify as being for

lobbying costs. Also, the GO expense pool was reduced by $1,040,585 to disallow

expenses incurred for the exclusive benefit of the shareholders. Third, as discussed in

Rate Base Adjustment 3, Staff believes that the 4.0 percent allocation based on the four

factor methodology is more appropriate than the 3.74 percent allocation proposed by the

Company, thus 4.0 percent was applied to the revised GO expense pool of $33,264,981 to

derive $l,330,600. Schedule MEM-17 shows Staffs calculation of this adjustment. The

difference between the Company's proposed GO expense allocation of $1,292,436 and

Staff*'s $1,330,600 is $38,164. Although Miscellaneous Expense is not where most of the

GO expense was accounted for dtuing the test year in CCWC's records, Staff has chosen

to use it because this is the account to which the Colnpauny's year~end adjustment was

posted.

Q- Did the Company and Staff use the same test year for the components of the four

factor allocation methodology used to calculate the G0 expense amount?
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A. No, during Staff"s review of the Company's derivation of the 3.74 percent allocation

submitted 'Lm response to StaffDa1n Request No. 4.1, it was discovered that the four factors
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used were based on a 2001 test year. This will result in a mismatch of revenues and

expenses 'm the 2006 test year and is incorrect to use. Staff used the 2006 test year.

Q.

A.

Please discuss Staff's remaining adjustment to Miscellaneous Expenses.

CCWC is a member of the Investor Owned Water Utility Association and the Water

Utility Association of Arizona, both organizations conduct lobbying activities and the

amount included in the dues paid in the test year was $950 based on the Company's

response to Data Request No. 125. Staff recommends that miscellaneous expenses be

reduced by the $950.

4

Q.

A.

What is Staffs recommendation? .

Staff recommends increasing Miscellaneous Expenses of CCWC by $37,214 (the sum of

$38,164 less 5950) &om $1,259,948 to $l,297,162.

Operating Income Adjustment No. 5 - Reversal of Company Pro Forma Adjustment No. 13,

which amortizes the cost of the additional CAP Allotment.

Q. Would you please explain Star£'s operating income adjustment No. 5?

A. Staff's adjustment reduces the amortization expense related to the additional CAP

allotment by $64,000, from $64,000 to $0.08. As discussed 'm Rate Base Adjustment No.

2, the additional CAP allotment purchased in 2007 is an intangible asset and not subject to

amortization. Consequently, the Company's Pro Forma Adjustment No. 13 is reversed by

StaftlAdjustment No. 5. Schedule MEM-18 shows Staff's calculation of this adjusunent.
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Q, What is Staff's recommendation?

Staff recommends reducing Amortization of Additional CAP Allotment by 564,000, from

$64,000 to Sn.

A.
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Operating Income Adjustment No. 6 - Rate Case Expense

Q. Would you please explain Stxaff's operating income adjustment No. 6?

A. Sta5"s adjustment reduces the Rate Case Expense by $61,558 lion $144,871 to $83,333.

ScheduleMEM-19 shows Staffs calculation of this. adjustment.

Q-

A.

Did CCWC include Rate Case Exrpense only for the instant case?

No, pan of CCWC's rate case expense in the current case is an "s1n~recovered" portion of

8-om the prior rate case.

Q- What is the amount of "in-recovered" Rate Case Expense proposed by the

Company?

The Company Claimed that it is $154,613.

Q-

A.

Please explain the difference between normalizing and amortizilmg?

When a cost is amortized, it is prorated over the number of accounting periods it is

expected to benefit. Normalizing is a term used in ratemnaking to flatten the effects of

operating expense levels that fluctuate from year to year. The amount included 'm the

revenue requirement for a "test year" is an amount which represents an average of several

years' experience of a given expense, which then represents the amount "normally"

incurred annually by the Comply.
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Q, Was normalizing versus amortizing of rate case expense specifically addressed in the

prior rate case?

No. Staff recommended and the Commissionapproved the Company's requested amount.

Amortization is used for capital items. However, this and other operating expenses are

normalized therefore there is no unaznortized portion.

A.

P
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l Q. What has the Company proposed for Rate Case Expense in the instant case.

A. CCWC has projected rate case expense for the current case to be $280,000.

Q-

A.

What is Staff recommending for currentRate Case Expense?

Based on the rate case expense approved by the Commission in cases of cornpazable sized

utilities, Stall believes that $150,000 is an appropriate amount for recovery through just

and reasonable rates in the instant rate case.

A.

Discussion of Appeal and Remand ("Remands) Rate Case Expense.

Q. What has the Company proposed for the Appeal and Remand of Commission

Decision Nu. 68176 Remand Rate Case Expense?

In a recent "Notice of Filing" (Docketed September 8, 2008) the Company has requested

recovery of $258,511 for expenses incurred for the Remand proceeding, which it alleges is

approximately lily-percent of the total.

Q- Did CCWC revise its proposed Remand rate case expense?

A. Yes, prior to its filing of September 8, 2008, the Company had agreed to only seek

recovery of $100,000 of the $300,000 'mclaimed expenses. Staff recommends normalizing

this $100,000 cost over three-years, the same as the cost of the instant case.
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How is CCWC proposing recovery of Remand rate case expense?

Thorough a surcharge of $0.124 per one-thousand gallons added to the Company's

proposed commodity rate until the $258,511 has been collected. CCWC has estimated

lime! the surcharge would be effective for twelve months.



Direct Testimony of Marvin E. Millsap
Docket No. W-02113A-07-0551
Page 33

Q.

A.

Does Star ff agree wi th CCWC's proposed recovery methodology?

No,  because the addi t ional  revenues that  w i l l  be generated f i rm the resul t  of  the Remand

Case w i l l  benef i t  CCWC in to  perpetu i t y  a  twe lve-month recovery  per iod i s  a  m is-match.

Staf f '  recommends the three-year normal izat ion period recommended in the instant  case.

Q-

A.

What is Stalff's recommendation for normalidng the current Rate Case Expense?

Staff recommends Rate Case Expense of $150,000 for the instant case and $100,000 for

t he Remand Case,  which equals  $250,000.  Normal i zed over a  three-year per iod th i s  w i l l

resul t  in $83,333 being included in the revenue requi rement  for the instant  case.  Schedule

MEM-19 shows S ta i rs  ca l cu la t i on  o f rh i s  ad jus tment .

Q -

A . Sta f f s  ad justment  reduces Chemica ls  Expenses by $27,63D,  f rom $127,457 to  $99,827.

S t ab ' s  regu l a t o ry  aud i t  f ound  t ha t  Chem i ca l s  Expenses  have  m ore  t han  doub l ed  s i nce

2003 ,  t he  p r i o r  ra t e  case  t es t  yea r . B e c a u s e  o f  t h e  f l u c t u a t i o n ,  S t a f f  b e l i e v e s  i t  i s

appropriate to normal ize Chemicals Expenses by taking an average of  the previous three-

year ' s  expenses to  m i t i gate  any extenuat ing c i rcumstances which may have lead to  th i s

signi f icant  increase.  Star£'s regulatory audi t  also found that  the expense balance included

t wo  l a rge  i nvo i ces  f o r  chem i ca l s  de l i ve red  i n  l a t e  Decem ber ,  2006 .  Schedu l e  M EM -20

shows Staf f 's calculat ion of  this adjustment .

OperaHng Income Adjustment No.  7 -  Normal ization of Chemicals Expenses

Would you please explain Sta£f's operating income adjustment No. 7?

Q,
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A.

What is Staff 's recommendation?

Stai f recommemds reducing Chemicals Expensesby $277630,  f rom $127,457 to $99,827.

r
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Gperating Income Adjustment No- 8 - Normalization of Repairs and Maintenance.

Q. Would you please explain Stal1'f's operating income adjustment No. 8?

A. Staff 's adjustment decreases Repairs and Maintenance Expense by $19,018, from

8104,609 to $85,591. Since Repairs and Maintenance Expenses have fluctuated from

$96,152 m 2004, tO $72,640 in2005, to $104,609 in the test year; Staff took the three-year

average of Repairs and Maintenance Expense to Mitigate any extenuating circumstances

which may have lead to this significant increase over 2005. Staffs regulatory audit found

that $5,543 of Pepsi Cola products were purchased in the test year for employees of the

Company. In the prior rate case, the Company stated this is the type of benefit that allows

the Company to attract and maintain qualified and motivated stat? to better serve customer

needs. Staff does not argue that this may be the case; however, Staff believes this is a cost

of doing business that the shareholders Should be paying for rather than the ratepayers.

Thus, Staffs adjustment consists of two pants: $13,475 to normalize Repairs and

MaintenanceExpense and $5,543 to remove the cost of beverages provided to employees.

Staffs calculation of this $19,018 adjustment is shown on Schedule MEM-21.

Q- What is StasI's recommendation?

Sta&lreoommends reducing Repairs and Maintenance Expense by $19,018, Brolin $104,609

to $85,591.
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Operating Income Adjustment No. 9 - Normalization of General Liability Insurance

Expense

Q. Would you please explain Stafl"s operating income adjustment No. 9?

A. . Staff 's adjustment increases General Liability Insurance Expense by $3,654, from

$(1,294) to $2,360. In response to StarTs data request MEM 1.44, the Company stated

A.

that it is sclfinsured for deductibles less than $500,000 and $350,000 for ge1n~e1raIliability
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and automobile liability, respectively, per occurrence. A Third Panty Adxministratox'

("TPA") is used to adnuiluister and pay claims on behalf of American States Water

Company, CCWC's parent. The parent company, AWR, an "Injuries and

Damages Reserve" that is adjusted monthly based on loss reports received from the TPA.

Incurred but not reported claims are also estimated and used 'm setting the reserve balance.

Although the reserve balance was zero at the end of the test year, a claimer of $2,682 was

paid during 2006, and Staff believes that General Liability Insurance Expense should be

normalized to take into consideration the fact that, on an average, claims will be made and

paid. For the purposes of normalizing General Liability Insurance Expense, Staff used the

period 2003 - 2007. Schedule MEM-22 shows Stay's calculation of this adjustment.

Q- What is Staffs recommendation?

A. Staff recommends increasing General Liability Insurance Expense by $3,654, from

$(1,294) to 32,360.

Q,

A. The Company proposed $266,544 as shown on Schedule MEM-23 .

Operating Income Adjustment No. 10 - Outside Servicer Expenses

What did the company propose for outside sewiues expense?

Q- Did the Company include in outside services, costs that should have been eapitalinsed

and depreciated?
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A. Yes, as Stair discussant in Rate Base Adjusunent No. 6, Expensed Plant, CCWC recorded

as operating expenses $37,673 in costs which, according to the NARUC USOA and the

matching principle, should be capitalized and depreciated as shown on Schedule MEM-23.
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Q.

A.

What is Staffs recommendation?

Staff recommends decreasing outside services expense by $37,673 representing plant that

should be capitalized, as shown on Schedule MEM-23 .

Q-

A.

What is the effect of expensing plant?

If the NARUC USOA is not complied \nn'th, the result is an ovemstateanent of operating

expenses and understatement of rate base. Adherence to the matching principle and the

NARUC USOA requires that the cost of an asset that benefits more than one accounting

period be capitalized (by recording it in a plant account] and depreciated over the asset's

useful life.

Q,

A.

Did CCWC also include iii outside services, l1on»~recnrring costs that are not

representative of an average year?

Yes, Staff diacovaed payments charged to outside services for an ACC penalty related to

filing its Annual Report late and an appellate court Filing fee. The ACC penalty was $45

for late tiling of the 2005 Annual Report and the appellate court cost was $330, which

sums to $375.

Q-

A.

What is StatE's recommendation?

Staff recommends decreasing outside services expense by $375 for non-mcuning

expenses.
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Q- What is Staffs overall recommendation for this account?

Staff recommends reducing Outside Services Expelnses by $38,048, Eoin $266,544 to

$228,496.

A.
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Operating Income Adjustment No. 11 - Water Testing Expense

Q. Would you please explain Stay's operating income adjustment No. ll?

A. Staff' s adjustment reduces Water Testing by $17,820, Egor $43,458 to $25,638. A n

explanation of this acliusUnent can be found in Table B-1 on page 17 of Star ff witness Mr.

Marlin Scott, Jr.'s direct testimony.

What is StafI"s recommendation?

Staff recommends reducing Water Testing by $17,820, iitcm $43,458 to $25,638 as shown

on Schedule MEM-24.

Operating Income Adjustment No. 12 - Property Taxes

Q. Would you please explain Staffs operating income adjustment No. 12?

A. Stalff's adjustment reduces Property Taxes by s33,413, &om$295,813 to $262,400. The

primary difference between the Company's and Staffs Property Taxes is due to the

differences in the proposed and recommended revenue requirements. Schedule MEM-25

shows Staffs calculation of Pr0perty Taxes.

1
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3

4
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6

7 Q.

8 A.

9

10

11

12

13

14

15

16
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18 Q.

19 A.

20

21 Operating Income Adjustment No. 13 - Income Taxes

22 Q, Would you please explain Staffs operating leone adjustment No. 13?

23 A. StarT's adjustment increases Income Taxes by $197,275, Nom $270,020 to $467,295. The

24 two main reasons for the difference between Staffs and the Company's calculation of

25 Income Taxes is the difference in test year operating expenses and that the Company

26 appl ied i ts weighted cost of  debt to the FVRB. The appropriate calculation of

What is Staffs recommendation?

Staff recommends reducing Property Taxes by $33,413, from $295,813 to $262,400.
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synchronized interest expenseis made by applying the weighted cost of debt to the OCRB.

A company's debts do not increase due to inflation or an increase in value of the property

related to the debt. Therefore, applying the weighted cost of debt to the FVRB is

inappropriate for calculating the synchronized interest expense. Staff's calculation of

Income Taxes and synchronized interest expense are shown in Schedule MEM-2, Line 52,

Column A and Schedule MEM-2, Line 56, Column A respectively. Schedule MEM-26

shows Staffs calculation of the aiustnment.

Q-

A.

What is Staffs recommendation?

Sta8lrecommends increasing Income Taxes by $197,275, from 5270,020 to $467,295 .

REVENUE REQUIREMENT

Would you please summarize the Company's proposed revenue requirement?Q-

A. The Compally's rate filing proposes . annual revenues of $10,515,017, an increase of

$3,068,3I7, or 41.20 percent, over test year adjusted revenues of $7,446,700 as shown on

Schedule MEM-1 |

Q-

A

Would you please summarize Staff's recommended revenue requirement?
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Staff recommends annual revenue of $9,181,965, an increase of $1,735,265, or 23.30

percent, over test year adjusted revenues of $7,446,700, as shown on Schedule MEM-1 .

BASIS FOR REVENUE REQUIREMENT

Q. How did Staff calculate its recommended revenue requirement?

A. The appropriate revenue requirement is the result of multiplying the Staff recommended

FVRB (as per Schedule MEM FVRB-2) by the Staff recommended Fair Value Rate of

Return.
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A.

RATE DESIGN

Q. Have you prepared a schedule summarizing the present, Company proposed, and

Staff recommended rates and service charges?

Yes. A summary of the present, Company proposed, and Staff recommended rates and

service charges are provided on Schedule MEM-27.

Q-

A.

Would you please summarize the present rate design?

I

The present monthly minimum charges by meter size are as follows: 3/4-inch $l3.60; l-

such 522.70; 1 1/2-inch $45.40; 2-inch 573.00; 3-inch $146.00; 4-inch $227.00, 6-inch

$454.00; 8-inch $730.00, 10-inch $1,043.00; and 12-inch $1,980.00. No gallons are

included in the monthly minimum change. The present residential commodity rate is

$1.68 per thousand gallons for zero to 3,000 gallons, $2.52 per thousand gallons for 3,001

to 9,000 gallons, and $3.03 per thousand gallons for any consumption over 9,000 gallons.

The present commercial and industrial commodity rate tiers vary by meter size, but are

g virally $2.52 per thousand gallons for the first tier, and $3.03 per thousand gallons for

any consumption over the first tier.

For irrigation customers, the monthly minimum charge is the same based upon meter size

with zero gallons included in the monthly minimum charge and a commodity rate of $1.56

per thousand gallons.

1
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The clmarge for Ere sprinkler service is $10.00 per month regardless of meter size. The

commodity rates for sprinkler serv ice is the same as residential, commercial and

industrial. Than are zero gallons included 'm the monthly minimum charge.
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Q.

A.

Would you please summarize the Company's proposed rate design?

The Compa.ny's proposed monthly minimum charges by meter size are as follows: 3/4-

inch $1S.S6; 1-inch $30-97; 1 1/2-inch $71.95; 2-inch $99.6l; 3-inch _$199.21; 4-'mch

$309.'74; 6-inch 5619.477 8-inch $996.07; l0~inch $1,423.15, and 12-'mch $2,701.67.

Zero Orlons are Mlww M the monthly minimum charge. The Company proposes a

residential commodity rate of $2.292 per thousand gallons for zero to 3,000 10ns,

$3.438 per thousand W10m for 3,001 to 9,000 gallon, Md $4.134 per thousand gallons

f or  my mnsmmdon ov er  9,000 glom. The proposed commercial and industrial

commodity rate tiers vary by meter size, but are generally $3.438 per thousand gallons for

the Mt tier, and $4.134 per rowland gd10m for my gumption over the first tier.

For in-igation customers, the Company's proposed monthly minimum charge is the same

based upon meter size with Zen: gallons included in the monthly minimum charge and a

commodity rate of $3.438 per thousand gallons.
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The proposed charge for Ere spminlsder service remains at $10.00 per month regardless of

meter size. The commodity rate for fire sprinkler service for all consumpticm is $3.438

per thousand gallons. There are zoo gallons included in the monthly minimum charge.

The Company is proposing that customers that use fire hydrants as a source of water for

irrigation or construction should also pay a meter cfnnarge. This results in a substantial

increase as the customer would pay the 3-inch monthly minimum of$199.21 .

l
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Q.

A.

Does Staff agree with the Company's proposal that Ere hydrant meters be charged a

monthly minimum based on meter size?

No, unless the customer owns, or retains possession of the meter. A customer using a

meter on a fire hydrant is usually only connected to the system for a short time period and

pays the same :ate for all gallons consumed and this is intended to compensate for the

additional demand placed on the system.

Q- Does the Company currency have a hook-up fee charge?

A, Yes.

Q.

A.

Does the CCWC propose any changes.to the current hook-up fee?

CCWC proposes to the same level of fee but to treat dl funds collected as CIAC.
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Q-

A.

What isStaff'srecommendation?

Staff recommends that the amounts collected by the Company pursuant to the off-site

hook~up fee charge shall be non-refimdable CIAC, as this is the typical regulatory

Unealtxnent of hook-up fee charges of this nature. Staff also recommends that all limas

collected by the Company as off-site hook-up fees be deposited into a separate interest

bearing account and used solely for the purposes of paying for the costs of the alT-site

facilities, including repayment of loans obtained for the installation of offsite facilities

that will benefit the entire water system, and that the Company shall annually file, by

February 28"', a calendar year report with Docket Control of the ACC, detailing all

changes in the account.
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Q. In addition to including the 2008 CAP allocation in rate base and earning a return on

it., has the Company also proposed a hook-up fee to recover costs related to the

allocation?

Yes. The Company has proposed a "CAP Hook-up Fee" on new water installations as

shown on Schedule H-3, page3, lines 22 and30.

Q- Is it appropriate to use a hook-up fee to reimburse the Company for a CAP

allocation?

No, it is not. Hook up fees are ixnended to fid back-bone plant. The CAP allocation has

been lolly paid for by the Company and is not back-bone plant, Additionally, if CCWC

decides to give up this allotment, it will be reimbursed by CAWCD and U. S. Bureau of

Reclamation for the capital costs paid during the time the allotment was held. The CAP

hook-up fee wo\11d allow the Company to potentially receive the CAP allocation cost

twice, thus, its use as a reimbursement mechanism is not appropriate.

Q, What is Staff recommending?

A. Staffreconunends denial of the CAP honk-up fee ta1if£

Q.

A.

Has the Company also proposed any other inappropriate charges?

Yes. The Company has proposed that gross-up taxes be included with service line and

meter installation charges as shown on Schedule 1-1-3, page 4, lines 27 - 29.
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Q-

A.

Has the Company given ajustiiication for this proposal?

Yes. The Company has made the following statement: "As meters and service lines are

now taxable income for inooane purposes, the Company shall collect income- taxes on the

A.

I

L
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meter and service line charges. Any tax collected will be refunded each year as the meter

deposit is refllnded."

Q-

A.

Does Staff agree with the Company's proposed?

No. The Company has not cited the authority for declaring frat meter and service lines are

now taxable income and Staff is not aware of any ACC rules changes or changes in the

Internal Revenue Service Regulations naaumdating this treannent.

Q- What is Staff recommending?

A. Statfrecomm ds denial of the inriifprovidonallnwilllg lI1¢ter and service line installation

charges to be grossed-up for income taxes.

if I

1

2

3

4

5

6

7

8

9

10

11

12

131 Q-

14 A.

15

16

17

18

19

20

21

22

23

24

25

Would you please summarize Stay's recommended rate design?

Yes. Staff recommends the Stab's rates and charges presented on Schedule MEM-27.

Briei'1y~, StarT's recommended monthly minimum charges by meter size are as follows:

3/4-inch $15.00; 1-inch $25.00; 1 U2-inch $48.00, 2-inch $'?'7.00; 3~inch $150.00; 4-inch

$230.00; 6-inch 5460.00; 8.i11Ch. $925,00, 10-'i.1]Clh $l,300.00, and 12-inch $2,300.00.

Zero gallons are included in the monthly minimum clmarge. Staff recommends an inverted

tier rate design that consists of three tiers for the residential commodity rate of $1.85 per

thousand gallons for zero to 3,000 gallons, $2.92 per thousand gallons for 3,001 to 9,000

gallons, and $3.33 per thousand gallons for any consumption over 9,000 gallons. The

additional tier for the residential 3/4-inch meters is for the Hist 3,000 gallons, an estimate

of residential non-diseretiolnary use. Except for the 3,000 gallon break-over point for the

non-discretionary tier, break-over points increase by meter size. Staffs recommended

commercial and industrial commodity rate tiers vary by meter size, but are generally $2.92

I

P
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per thousand gallons for the first tier, and $3.33 per thousand gallons for any consumption

over the Hist Der.

Also, Staff's recommended rates have incrweasedthe irrigation rate to $2.75 for all gallons.

This rate is a smaller increase than that proposed by the Company and moves irrigation

customers' rates closer to the commodity rates paid by other customers.

Efiicienoy in water use is encouraged by producing a higher customer bill with increased

consumption or use of a larger meter. A typical bill analysis for residential 3/4 'men meter

customer is provided in SChedule MEM-28, and typical bills for average and median use

under present, Company proposed, and Staff recommended rates are presented on

Schedule MEM-29. -
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Q- What is the rate impact on a 3/4-inch meter residential customer using an average

consumption of 8,450 gallons?

The average usage of residential 3/4-inch meter customers is 8,450 gallons per month.

The average residential 3/4~inch meter customer would experience an $11.79 or 36.41

percent increase in his/her monthly bill from $32.37 to $44.16 under the Company's

proposed rates and a $4.09 or 12.63 percent increase in hisser monthly hill from $32.37

to $36.46 under Staffs recommended rates.

19
20
21
22
23
241 A.

Q.

25

26

A.

What is the rate impact on a 3/4-inch meter residential customer using a median

consumption of 5,500 gallons?

The median usage of residential %-inch meter customers is 5,500 gallons per mouth. The

average residential 3/4-inch meter customer would experience a $9.09 or 36.43 percent

increase in his or her monthly Bil] from $24.94 to $34.03 under the Company's proposed
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rates and a $2.91 or 11.67 percent `1z1cre8se in his/her monthly bill from $24.94 to $27.85

under Sta8"s recommended rates.

Q- Did Decision No. T0441 authorize a surcharge allowing CCWC to collect the

additional revenues not collected during the time period of the Appeal and Remand

process?

Yes, and Staff will address this in Sulrebuttal Testimony.
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19 Q.

20 A.

A.

CONSUMER SERVICES

Q, Please provide a brief history of customer complaints received by the Commission

regarding the Company. Additionally, please discuss customer responses to

Chaparral City's proposed rate increase.

Staff reviewed the Comlnission's records and found 12 complaints, 8 inquiries and 26

opinions during the past three and three quarters' years. The complaints concerned 12

billing issues. The Company is in good standing with the Corporations Division of the

Commission Consumer Services has received 26 opinions through September 11, 2008,

all opposed to the Company's proposed rate increases.

Does this conclude your direct testimony?

Yes, it does.

r

r

A.
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Schedule MEM--

REVENUE REQUIREMENT

(A>
COMPANY

FAIR
VALUE

CB)
STAFF
FAIR

VALU E

t

$

$

$

$

$ 27,050,414

$ 1,0031088

3.71%

7.60%

2,055,831

1,052,744

1.8483

$

$

$

ll* 1,735,265 I

LINE
NO. DESCRIPTION

Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current R Te of Recur (L2 I L1)

4 Required Rate of Recur

5 Required Operating Income {L4 * L1}

6 Operating Income Deficiency (L5 - L2)

7 Gross Revenue Conversion Factor

a Required Revenue Increase (LT * LE)

9 Adjusted Test Year Revenue

10 Proposed Annual Revenue (LB + LE)

11 Required Increase InRevenue (%)

$ 28,758,975

$ 797,271

2.77%

9.32%

2,681,268

1,883,997

_ 1.6286

3,068,317

7,445,700

10.515,017

41.20%

$

$

7,446,700

9,181,955

23.30%

References:

Column (A): CompanySdledule A-1
Column (BIS Staff Schedule MEM-3. 1
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CHAPARRAL CITY WATER COMPANY, INC.
Docket No. W-02113A~07-0551
Test Year Ended December 31 | 2006

Schedule MEM FVRB -1

FAIR VALUE RATE BASE COMPARISON _ COMPANY VS STAFF

(C)

LINE
no .

(A)
COMPANY

AS
FILED

(B)
STAFF

AS
ADJUSTED DIFFERENCE

ss

s

66,310,298
20,885,854
45,424,442

s

_s
I

64,803,291
18,516,394
46,185,897

(1,507,005)
[2,269,460)

$ 762,455

s 7,780,241

8,384,501

819,845

925.898

548,000

s 7,7B01241

8,394,501

B19,845

925,896

1,216,000

5 (0)

(0)

570,000

1 Plant in Service
2 Less: Aocumutated Depreciation
3 Net Plant in Service
4
5 LESS!
6
7 Contributions in Aid of Construction (GIAC)
B Less: Accumulated Amortization
g Net CIAC

to
11 Advances in Aid of Construction (AIAC)
12
13 Customer Meter Deposits
14
15 Deferred Income Tax Credits
16
17 Shared Gain on Well
18
19 A294
20
21 Unamortized Debt ssuanoe Costs
22
23 Prepayments
24
25 Materials and Supplies
26
27 Deferred Regulatory Assets
25
29 Working Capital
30
31
32

424,010

192,485

14,521

1.280_000

(424,010)

(192,485)

(14,521)

(112801000]

Original Cost Rate Base s 28,788,975 s 27,050,414 s (1,718,560}

ReferenGe§
Column (A), Company ScheduleB-1
Column (B): Schedule MEM FVRB-2
Column {C): Column (A) - Column (B)



CHAPARRAL CITY WATER COMPANY, INC.
Dock&t No. W-02113A-0T-0551
Test Year EndedDecember 31, 2006

Schedule MEM FVRB -2

FAIR VALUE RATE BASE COMPUTATION _ COMPANY AND STAFF

LINE
no.

(Al
COMPANY

As
E!!.EQ

(5)
STAFF

AS
ADJUSTED

1 own Rate Base per MEM-3
2 RCN Rate Base per MEM RCN -1
3
4
5 OCN and RCN weighted 50% each to
6 calculate Fair Value Rate Base (FVRB)

s 22,770,304
34,767,581

$ 21,644,877
32,455,951

s 57,537,885

8. 28,788,943

$ s4,100_a2s

s 27,050,414

References:
Column (A), Schedule MEM 3
Column (B): Schedule MEM RCN-1

4



CHAPARRAL CITY WATER COMPANY, INC.
Docket No, W,02113A,07.g551
Test Year Ended December 31 , 2086

Schedule MEM FVRB -3

FAIR VALUE RATE BASE COMPUTATKJN _ STAFF

LINE
NG

(A)
STAFF OCN

AS
ADJUSTED

(Bl
STAFF RCN

AS
ADJUSTED

IC)
STAFF

FAIR VALUE
RATE BASE

s

s

51,128,062
13,845,072
37,282,990

78,478,520
23,387,716

s 55,090,804

$ s

s

54,803,231
18,516,394
46,186,897

s

s
s

6,119,129

615571243

819,B45

925,896

1,216,000

$ 9,441,352

10,231,780

819,845

925,896

1,216,000

s

s 7,7a0,241

8,394,502

8191845

925,896

1,2161000

1 Plant in Service
2 Less: Accumulated Depredation
3 Net Prent inService

4
s LESS:
5
7 Contributions in Aid of Construction (CIAO)
8 Less:Accumulated Amortization
9 Net CIAC

10
11 Advances in Aid of Construction(AIAC)

12
to Customer Meter Deposits

14 -
15 Deferred IncomeTax Credits

16
17 Well SettlementProceeds
18
19 ADD:
20
21 Unamortized Debt Issuance Casts
22
23 Prepayments
24
25 Materials and Supplies
28 *
27 DeferredRegulatory Assets
28
29 Woning Capital
30
31
e t

4

s 21544,877
l I l I I

32,455,951
I Ill I I I

27,050,414

References:
Column (A), Schedule MEM 3.2
Column (B): Schedule MEM RCN-1
Column (C): Column (A) + Column (Bl divided bye

It



CHAPARRAL CITY WATER COMPANY, INC.
Docket No. w-02113A-07-0551
Test Year Ended December 31. 2006

Schedule MEM-3

RATE BASE - ORIGINAL cosT

(B)

LINE
NO.

(A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

Adj.
No.

(C)
STAFF

AS
ADJUSTED

1
2
3

Plant In service
Less: Accumulated Depreciation
Net Plant in Service

s s

s

51,804,423
15,87T,022
35,927,401

(s7e_ae1) 2, 3. e, 7 s
(2,031,950) 4
.1 ,35s,5a9 s

51,128,062
13,845,072
37,282,990

LESS:

4
5
6

Contributions in Aid of Construction (CIAC)
Less; Accumulated Amozdzation

Net clAy

s s

0 s

8,288,097
1681968

61 119,129

7 Advances in Aid of Construction (NAC) 4 1 6,557,243

8 Customer Meter Deposits

a Deferred Income Tax Credits

6,119,129

6,557,243

819,845

9251896

B19,B45

925,396

10 Shared Gain on Weil 8451000 570,000 1 11216,000

MQ;

11 Unamortized Debt issuance Costs 5

5

5

12 Prepayments

13 Materials and Supplies

14 Deferred Regulatory Assets

15 Working Capital

-424.010

1921485

14,521

1,280,000

(424,010)

(192,485)

(14,5211

{1,280.000) 2

16 Original Cost Rate Base s 22,770,304 $ (11125,427} s 21,844,877

References:
Column (A), Company Schedule B-1
Column (B): Schedule MEM-4
Column(C): Column(A) + Column (B)

an

11
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EXECUTIVE SUMMARY
CHAPARRAL CITY WATER COMPANY, INC.

DOCKET no. W-02113A-07-0551

I

The surrebuttal testimony of Staff witness Marvin E. Millsap responds to various parts of Mr.
Hanford's and Mr. Bourassa's rebuttal testimonies. Staff is malting one change to the
recommendations presented in its direct testimony.

I



Surrebuttal Testimony of Marvin E. Millsap
Docket No. W-02113A-07-0551
Page 1

INTRODUCTION

Q, Please state your name, occupation, and business address.

A . My  name  i s  Ma r v in  E .  M i l l s ap .  I  am a  Pub l i c  U t i l i t i e s  Ana ly s t  W  emp loy ed  by  the

Ar izona  Corpora t ion  Commiss ion  ( "ACC" o r  "Commiss ion")  in  the  Ut i l i t ies  D iv is ion

("StafF'). My business address is 1200 West Washington Street, Phoenix, Arizona 85007.

Q, Are you the same Marvin E. Millsap who filed direct testimony in this case?

Yes I am.

Q,

i

What is the purpose of your surrebuttal testimony in this proceeding?

The purpose of  my surrebuttal  testimony in this proceeding is to respond to the

Company's proposed surcharge allowing Chaparral City Water Company, inc. ("CCWC")

to collect the additional revenues not collected during the time period of the Appeal and

Remand process authorized by Decision No. 70441. Further, to respond to Company

witnesses Mr. Hanford and Mr. Bourassa rebuttal testimonies.
I

Q- What is the dollar amount the Company requested in its tariff filing?

$51,542.00.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

Q, Does Staff agree with the amount requested?

A.

A.

A.

A. No. Staff calculates that the in-recovered balance of additional revenues resulting from

the remand decision is $38,562 ($36,396 plus interest of $2,166) through December l,

2008, Staff calculates the accumulated interest on $36,396 to be $2,166.



Surrebuttal Testimony of Marvin E. Millsap
Docket No. W-02113A-07-0551
Page 2

Q, How many thousands of gallons of water were sold in 2007 per CCWC's annual

report?

2,005,550.

Q.

A.

What is Staff's recommended surcharge amount?

The surcharge should be $019228 per thousand gallons sold until doe $38,562 has been

collected in full.

RESPONSE TO MR. IIANFORD'S REBUTTAL TESTIMONY

Q, Has Staff reviewed Mr . Hanford's rebuttal testimony concerning Stal'Ps

recommendation that all of the proceeds from the Settlement with the Fountain Hills

Sanitation District ("FHSD") be allocated to the ratepayers?

A. Yes.

Q,

A.

Does Staff agree with Mr. I-Ianfnrd's rebuttal testimony?

No.

Q,

A.

Is Staff's recommendation consistent with prior Commission decisions?

Every case that comes before the Commission is different and is considered upon the

merits, facts and circumstances related to that case and that case alone.

Q~ Did CCWC seek Commission guidance on how the settlement proceeds should be

treated?

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

A.

A. No.



Surrebuttal Testimony of Marvin E. Millsap
Docket No. W-02113A-07-0551
Page 3

1 Q- Please respond to Mr. I-Ianford's rebuttal testimony that "The bottom line appears

that Mr. Millsap cannot explain the basis for his explanation". ("Hanford Rb") at 9.

Mr. Millsap's recommendation for rate case expense is based on the classification of the

uti l i t ies involved and also mentions other water companies in Arizona so this is a

mischaracterizaticm of Mr. Millsap's response to CCWC's data request.

2

3

4

5

6

7

8

9

10

11

12

13

Q- Please respond to Mr. I-Ianford's rebuttal testimony that "For one thing, Staff

bombarded us with discovery in this rate case, serving more than 300 data requests

(counting subparts)". ("Hanford Rb") at 9.

Staff has an obligation to the Administrative Law Judge, and the Commission expects,

Staff to perform adequate analysis and review in order for it to make appropriate

recommendations. There are no rulesor regulations that limit the amount of discovery. In

the instant case many follow-up questions were required.

14

Q- What is the Company's position concerning rate case expense?

That it should be amortized.

15

16

17

18

19

20

21

22

Q- What is the Staff's position concerning rate case expense?

Staff believes that it should be normalized.

23

24

RESPONSE TO MR. BOURASSA'S REBUTTAL TESTIMONY

Q. Has Staff reviewed Mr. Bourassa's changes in CCWC's revenue requirement

outlined in his rebuttal testimony? ("Bourassa Rb") at 1-3.

A.

A.

A.

A.

A. Yes.



Surrebuttal Testimony of Marvin E. Mi!lsap
Docket No. w-02113A-07-0551
Page 4

Q- Does Staff agree with Mr. Bourassa's changes?

No, Staff believes that a fifty-flfly sharing of the settlement proceeds is not appropriate.

Q-

A.

Has Staff reviewed Mr. Bourassa's rebuttal testimony "However, Staff understates

its adjustment tn accumulated depreciation for transportation equipment"?

("Buurassa Rb") at 11.

Yes.

Q- Does Staff agree with Mr. Bourassa's rebuttal testimony?

1

2

3

4

5

6

7

8

9

10

11

A, No, CCWC's response to data request MEM-7.5 lists the original cost and accumulated

depreciation for each vehicle, which totals $43,666.60 rather than equals the original cost

of $274,001 as would be the case if these vehicles were fully depreciated.12

13

14 Q. Has Staff reviewed Mr. Bourassa's rebuttal testimony that ". . .  I  computed

amortization (referring to the FIISD settlement proceeds) for 2005 and 2006 using a

half-year convention, whereas Staff computed amortization for 2005 and 2006 using

a full-year convention"? ("Bourassa Rb") at 13.

A. Yes.

15

16

17

18

19

20

21

22

23

24

Q. Does Staff agree van°tb Mr. Bourassa's rebuttal testimony?

25

26

A.

A.

No. The half-year convention is appropriate for current year additions to asset classes in

which the exact acquisition date is either not known or if it is convenient to just assume

that all additions were at mid-year on the premise that half of the cost occurred before and

half after mid-year so the average depreciation or amortization would be the same as

computing it Nom the actual acquisition date. This is not appropriate for the FHSD

settlement payment because there is only one date involved - the date the proceeds were

I
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Surrebuttal Testimony of Marvin E. Mjllsap
Docket No. W-02113A-07-0551
Page 5

I

1

2

3

4

received. Since the proceeds were received early in February of 2005, Staff began

amortization from January 15', which increased the amortization for 2005 by $12,667 more

than it would have been if February let had been used, but had no 2006 test year effect.

Q- Has Staff reviewed Mr. Bourassa's rebuttal testimony statement: "Is Staff's

depreciation expense different than the company's?" ("Bourassa Rb") at 16.

Yes.

Q- Does Staff agree with Mr. Bourassa's rebuttal testimony?

Staff agrees that this difference is attributable to the2.8 percent General Office Plant

allocation rather than the 4.0 percent used by Star which it sti l l  considers to more

appropriately match test year revenues, operating expenses and plant.

Q. Has Staff reviewed M r . Bourassa's rebuttal testimony concerning Staff's

adjustments to normalize chemicals, repairs and maintenance and insurance

expenses? ("Bourassa Rb") at 31 - 32.

Yes.

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Q. Does Staff agree with Mr. Bourassa's rebuttal testimony?

No. Normalizing is a basic ratemaldng principle. Its purpose is to make the test year as

normal as possible for the purpose of setting rates that are just and reasonable for the

ratepayers and investors.

Q- Has Staff reviewed M r . Bourassa's rebuttal testimony concerning Staff's

adjustments to normalize insurance expense?25

26

A.

A.

A.

A.

A.

Yes.
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1 Q. What does Staff recommend regarding insurance expense?

2

3

Staff  recommends that the negative $1,294 be used for the test year instead of  a

normalized amount. .

Q- Has Staff reviewed M r . Bourassa's rebuttal testimony concerning Staffs

adjustments to normalize chemicals expense?

Yes.

Q. Does Staff agree with Mr. Bourassa's rebuttal testimony?

4

5

6

7

8

9

10

11

No.

12 Q- Has Staff reviewed M r . Bourassa's rebuttal testimony concerning Staffs

adjustments to normalize repairs and maintenance expense?13

14 A. Yes.

Q,

A.

Does Staff agree with Mr. Bourassa's rebuttal testimony?

No.

15

16

17

18.

19

20

Q. Does this conclude your surrebuttal testimony?

A.

A.

A.

A. Yes, it does.

I
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Chaparral City Water Company, Inc.
DOCKET NO. w-021 13A-07_0551

1 INTRODUCTION

2 Please state your name and business address.

3 My name is Timothy J. Coley. My business address is 1110 W. Washington,

Suite 220, Phoenix, Arizona 85007.

6 in. In what capacity and by who are you employed?

I am a Public Utilities Analyst V employed by the Residential Utility Consumer

Office ("RUCO").

lo in. Please state your educational background and qualifications in utility regulation.

11 A. Appendix attached to my direct testimony, describes my educational1,

background and includes a list of the rate cases and regulatory matters in which I

have participated.

15 EQ. Have you previously testified in rate proceedings before the Arizona Corporation

Commission ("ACC")'?

Yes. I have previously presented testimony regarding revenue requirements in

rate case proceedings before the Arizona Corporation Commission (hereafter

referred to as "ACC" or "Commission").

21 Q.
I

I
: Are you the same Timothy J. Coley who previously filed direct testimony in this

case?

Yes.

Q.

A.

1
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Please state the purpose of your surrebuttai testimony in this case.

The purpose of my surrebuttai testimony in this case is to present RUCO's

responses and positions to Chaparral City Water Company's, inc. (hereafter

referred to as "Chaparral", or "Company") rebuttal testimony filed on October 31,

2008 for a permanent rate increase for Chaparral City Water.

1 will also respond to certain Commission Staff ("Staff") adjustments accepted by

the Company in its rebuttal testimony filing.

10 Q.
t

E What specific areas will your testimony address?

I will sponsor RUCO's recommended overall revenue requirements, rate base

adjustments, operating income and expense adjustments, a proposed Iow-

income program, other remaining issues, and the rate design pertaining to the

Company.

16 Are there other RUCO witnesses that will provide testimony and sponsor other

areas of this rate proceeding?

Yes. RUCO witness Mr. William A. Rigsby is providing testimony and sponsoring

RUCO's recommended cost of capital and capital structure issues. He will also

address rate case expense pertaining to the legal fees associated with the

Company's Appeal and Remand of Commission Decision No. 68176.

Q.

2
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Please identify the exhibits and schedules that you are sponsoring in this

3

testimony.

The schedules are labeled TJC-1 through TJC-36 respectively. The exhibits that

support my testimony follow immediately after my schedules and are labeled

RUCO Exhibit 1 through RUCO Exhibit X.

7 Q. Does your silence on any issues or matters pertaining to the Company's rebuttal

testimony constitute RUCO's acceptance of the Company's position?

No.

11
I

I

I

I SURREBUTTAL REVENUEREQUIREMENTS

12 Q. Please summarize your surrebuttal response to Chaparral City Water's rebuttal

14

testimony and your recommended surrebuttal revenue requirements.

Chaparral's revenue should be increased by $1,144,478 This recommendation

is summarized on Schedule TJC-1. My recommended fair value rate base

("FVRB") is $27,498,329 for the Company. This information is shown on

Schedule TJC-2, and the detail supporting the original cost rate base is

presented on Schedule TJC-3. My recommended proposed operating income for

Chaparral City Water should be no more than $1 ,754,393 as shown on Schedule

TJC-27.

Q.

A.

A.

3
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1 iSUMMARY

2 Q. Please summarize what areas your surrebuital will address in this proceeding.

My surrebuttal testimony addresses the following areas:

5 Original Cost Rate Base ("OCRB") Adjustments:

Adi. #1 - Intentionally Left Blank*

Adi. #2 - Intentionailv Left Blank

Adi. #3 .- Remove Wells 8 8< 9 -. These two wells are no longer in service. This

adjustment removes well numbers 8 81 9 from Gross Utility Plant in Service

("GUPIS") and reduces plant by $107,412. A corresponding adjustment of

$107,412 to accumulated depreciation is necessary to eliminate the related

accumulated depreciation.

Adi. #4 - Intentionally Left Blank

Adi. #5 - Remove Shea Treatment Plant #1 - The Shea Treatment Plant #1 has

not been in service since 2003. This adjustment removes Shea Treatment Plant

#1 from GUPIS and reduces plant by $2,010,923 A corresponding adjustment

Adjustments are labeled "intentionally Left Blank" for one of the following reasons: 1) the adjustment
does not pertain to this particular section of adjustments or 2) the adjustment is simply a place holder for
a future adjustment,

4
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to accumulated depreciation is necessary in the amount of $2,010,923 to

eliminate the related accumulated depreciation.

Ad[. #6 ... Capitalize ExDensed Plant Items - This adjustment increases GUPIS

by $80,891. The Company expensed some plant items that are more

appropriately capitalized as agreed to by the Company. RUCO accepts the

Company's corresponding adjustment to increase accumulated depreciation by

$3,265. The adjustment to decrease the appropriate expenses wilt be discussed

later in the operating income section.

Adi. #7 - Intentionally Left Blank

Adi. #8 - Intentionally Left Blank

Adi. #9 .- Direct Plant - This adjustment increases GUPIS by $32,536. The

Company agrees that it failed to carry these plant items forward to the

appropriate schedules in its rate application.

Adi. #10 - General Office Plant and Accumulated Depreciation- This adjustment

reduces General Office Plant by $95,944 and Accumulated Depreciation by

$51,498. The adjustment corrects the Company's 4~Factor General Office

allocation factor from 3.21 percent to 2.8 percent.

5
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Adi. #11 Remove Post-test year C§en§_r§4)_Office Plant This adjustment

removes post-test year plant and reduces General Office plant by $15,434.

Adi. #12 - Well Settlement Proceeds - This adjustment recognizes 100 percent

of the settlement proceeds as a regulatory liability in the amount of $1,216,000

and is consistent with Staff's recommendation.

Adi. #13 - intentionally Left Blank

Adi. #14 Contribionsjg Aid of Construction ('_'QIAQ") This adjustment

increases CIAC and OCRB by $1 ,523. The Company used an amortization rate

that was different than authorized in Commission Decision No. 68176.

Adi. #15 - Additional Central Arizona Project ("CAP") Allocation -  T h i s

adjustment removes the 50 percent of the additional CAF' allocation as not used

and useful. It removes 100 percent of the deferred regulatory asset and places

50 percent, $640,000, of it into a non-depreciable plant account.

Adi. #16 Working Capital This adjustment reduces working capital in the

amount of $100,122 by including a cash working capital calculation that the

Company agreed to in its rebuttal testimony.

6
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1 Reconstruction Cost New Less Depreciation ("RCND") Rate Base Adjustments :

Adi. #1 - Reconstruction Cost New ("RCND") Factor Rounding- The adjustment

decreases RCND direct plant by $118 and corrects the Company's truncating of

the RCND factor when trending the plant up to reconstruction cost new values.

Adi. #2 - Correct Plant Account 304 RCND Index Factors on Three Line Items

This adjustment reduces both GUPIS and accumulated depreciation by $17,807

and $4,411 respectively. It corrects the RCND Index Factors for three direct

plant line items in account 304 as agreed to by the Company in its rebuttal

testimony-

Adi. #3 .-- Remove Wells 8 81 9 - This adjustment removes well numbers 8 8¢ 9

from RCND GUPIS. It reduces both plant and accumulated depreciation by

$441 ,470, because these two wells are no longer in service.

Adi. #4 - Intentionally Left Blank

Ada. #5 Remove Shea Treatment Plant #1 This adjustment removes Shea

Treatment Plant #1 from RCND GUPIS and reduces plant and accumulated

depreciation by $3,262,891. This plant has not been in service since 2003.

Adj. #6 - Capitalize ExQe[1_§e_q Plant Items- This adjustment increases GUPIS

by $80,891. The Company expensed some plant items that are more

7
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appropriately capitalized as agreed to by the Company, RUCO accepts the

Company's corresponding adjustment to increase accumulated depreciation by

$3,265. The adjustment to decrease the appropriate expenses will be discussed

later in the operating income section .

Adi. #7 - Intentionally Left Blank

Add. #8 - Intentionally Left Blank

Adi. #9 - Intentionally Left Blank

Adi. #10 - General Office RCND Plant and Accumulated Depreciation _-This

adjustment decreases both plant and accumulated depreciation by $126,720 and

$67,617, respectively. It corrects the Company's 4-Factor General Office

allocation factor from 3.21 percent to 2.8 percent as agreed to by the Company in

its rebuttal testimony.

Adi. #11 Remove Post-Test Year General Office Plant This adjustment

removes post-test year plant, reduces General Office plant by $15,434, and

increases accumulated depreciation by $1 ,404.

Age. #12 - We!! Settlement Proceeds This adjustment recognizes 100 percent

of the settlement proceeds as a regulatory liability in the amount of $1,216,000

8
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Adi. #13 .- Advances in Aid of Construction ("AIAc"l - This adjustment reduces

AIAC and RCND rate base by $109,513 because any adjustment to GUPIS will

cause a change to the AIAC RCND Factor. This will be discussed later in my

testimony.

Adi. #14 Contributions in Aid of Construction ("CIAC") This adjustment

The Company used an

amortization rate that was different than authorized in Commission Decision No.

increases CIAC and RCND GUPIS by $2,351

68176.

Adi. #15 Additional Central Arizona Project ("CAP") Allocation This

adjustment removes the 50 percent of the additional CAP allocation as not used

and useful. It removes 100 percent of the deferred regulatory asset and places

50 percent, $640,000, of it into a non-depreciable plant account.

Adi. #16 Working Capital This adjustment reduces working capital in the

amount of $100,122 by including a cash working capital calculation that the

Company agreed to in its rebuttal testimony.

20 Operating Income Adjustments:

.Adi- #1 Depreciation 8¢ Amortization Expense - This adjustment determines the

level of depreciation and amortization expense that should be allowed on a going

9
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forward basis. Chaparral requires an adjustment that reduced the level of

depreciation and amortization expense by $67,021 .

Adi. #2 - Propertv Tax Expense - This adjustment reduces property tax expense

by adjusting two factors: 1) the three years of revenue used in the Arizona

Department of Revenue ("ADOR") tax valuation formula and 2) the net book

value of the vehicles. The adjustment reduced property tax expense by $77,724.

Adi. #3 Miscellaneous Expense

recommendation to increase miscellaneous expense by $38,164 that the

This adjustment reflects Staff's

Company agreed to in its rebuttal testimony.

Adi. #4 - Rate Case ExDense - This adjustment reduces the Company's level of

rate case expense requested by $51 ,538. The adjustment removes unamortized

rate case expense related to the Company's previous rate case. RUCO witness,

Mr. Rigsby, will address the issue of additional rate case expense requested by

the Company associated with the prior rate case appeal.

Adi. #5 - Purchased Water -. This adjustment reduces purchased water expense

by $10,186. The adjustment reflects the Company's rebuttal position.

10



Surrebuttal Testimony of Timothy J. Coley
Chaparral City Water Company, Inc.
DOCKET no. W-02113A-07-0551

Adi. #6 - Outside Services Expense This adjustment decreases outside

services expense by $71,000 because of a non-recurring expense on a going

forward basis.

Adi. #7 - Water Revenues - This adjustment increases water revenues by

$58,310 due to actual gallons being used rather than estimates used by the

Company in its direct testimony in annualizing its revenue. RUCO accepts the

Company's rebuttal position regarding this adjustment.

Adi. #8 Remove Expensed Plant items and Capitalize -. This adjustment

decreases Repairs & Maintenance Expenses by $43,217 and adopts StafFs

adjustment to decrease Outside Services Expense by $38,049 for a total

adjustment of $81,266. The Company expensed some plant items that are more

appropriately capitalized as discussed in the rate base sections of my testimony.

Adi. #9 - Water Testing ExDense- This adjustment adopts Staffs adjustment to

normalize water testing expense. It decreases the expense by $17,820, which

the Company accepted in its rebuttal testimony.

Adi. #10 - Purchased Power Expense .- This adjustment increases purchased

power expense by $11,619 to pump additional gallons of water derived from the

revenue annualization calculation. It is the same adjustment proposed by the

Company in its rebuttal testimony.

11
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Adi. #11 /rrprtization of Additional_QAP Allocation - This adjustment removes

the deferred regulatory asset amortization expense of $64,000, which is

consistent with the Company's rebuttal position.

Adi. #12 Income Tax Expense This adjustment increases income tax

expense by $194,666 to reflect RUCO's recommended taxable income.

8 Other Remaining Issues

Low-Income Program The Company suggested that it would propose a Low-

Income Program ("LIP") prior to the hearing for the parries to review. RUCO

generally supports LlP's and will review it once it is available. The Company

stated that all customers would have to subsidize the program accordingly.

CAP Hook-up Fee RUCO recommends that the language on Company

Scheduie H-3, page 3, line 22 and lines 30 through 32 be struck. The Company

never addresses this issue in either its direct or rebuttal testimonies.

Grossing-up Taxes for Service Lines /Meter Installer_tions -. The Company has

proposed that service line and meter installations are now taxable income for

income purposes. RUCO is not aware of any changes that substantiate that

claim.

i

12
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1
I

Did the Company propose that service lines and meter installations be grossed-

up for taxes?

Yes. The Company made this request on Company Schedule H-3, page 4 but

was silent on the issue in written testimony.

What recommendation is RUCO making regarding this proposed treatment to

gross these service lines and meter installations up for taxes?

RUCO recommends the Commission deny the request unless the Company can

cite some change in ACC rules andlor Internal Revenue Service Regulations

identifying a change that would allow such treatment.

Interest Synchronization RUCO has adopted the Company's position on

interest synchronization and has multiplied Chaparral's FVRB times RUCO's

recommended weighted cost of debt to calculate an appropriate interest expense

deduction which is reflected in RUCO's recommended level of test year adjusted

income tax expense.

19 RATE DESIGN

20 Is RUCO filing a new rate design in surrebuttal testimony?

Not at this time. As a result of RUCO's modified position, it will be filing revised

rate design schedules prior to the hearing that reflect RUCO's surrebuttal

Q.

Q.

13
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revenue recon emendation \ RUCO's surrebuttal revenue recommendation is

approximately 7.4 percent more than its direct testimony recommendation .

4

5

ORIGINAL COST RATE BASE ("OCRB")

OCRB Adjustment #1 -- intentionally Left Blank

7
i

i
1
I

OCRB Adjustment #2 - Intentionally Left Blank

9 OCRB Adjustment #3 - Remove Wells 8 and 9

Has the Company agreed to remove Wells 8 and 9 from rate base 'that are no

longer in service?

Yes.

15 r e . What adjustment did RUCO make to remove the two wells from OCRB that are

no longer in service?

RUCO accepted the Company's position to adopt Staffs recommendation and

removed $107,412 from GUPIS. A corresponding adjustment to accumulated

depreciation was also adopted by RUCO that decreased accumulated

depreciation by $107,412.

14
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Is this a different adjustment than RUCO recommended in its direct testimony?

RUCO's surrebuttal adjustment is essentially the same as its direct testimony

adjustment. The only difference in RUCO's two recommendations is the amount,

Staff identified an additional $3,944 that was related to an electric pump on one

of the wells. The Company adopted Staff's number in rebuttal testimony. RUCO

also adopts Staff's number of $107,412 to remove the two wells in surrebuttal

testimony.

g
i'

10

OCRB Adjustment #4 - IntentionallyLeft Blank

OGRB Adjustment #5 - Remove Shea Water Treatment Plant 1

Did the Company adopt RUCO's adjustment to remove Shea Water Treatment

Plant 1 from OCRB because it is no longer in service?

Yes.

What adjustment is necessary to remove the Shea Water Treatment Plant 1 from

OCRB?

A corresponding adjustment to decrease GUPIS and accumulated depreciation

in the amount of $2,010,923 was necessary to remove the Shea Water

Treatment Plant from OCRB.

15
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1 OCRB Adjustment #6 - Capitalize Plant Items Previously Expensed

Did the Company accept RUCO's adjustment to capitalize plant items that were

previously expensed?

Yes. The Company not only accepted RUCO's adjustment but also accepted

Staffs adjustment to capitalize additional plant that was previously expensed.

RUCO adopts the Company's proposal in surrebuttal testimony.

What adjustment did the Company propose In adopting both Staff and RUCO's

adjustment to more appropriately capitalize plant items rather than expensing

them?

The Company capital ized both RUCO and Staffs adjustments to add an

additional $80,891 to GUPIS and increased accumulated depreciation by $3,265

relating to the plant items. A corresponding adjustment is made on the income

statement to remove the expensed items and will be discussed later.

16
I

OCRB Adjustment #7 - intentionally Left Blank

18 OCRB Adjustment #8 - lntentionaily Left Blank

16
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1 !

2

OCRB Adjustment #9 - Additional Plant that was not carried forward to Company

Schedule B-2

Does RUCO accept the Company's adjustment to properly reflect additional plant

in service, which the Company failed to carry forward to its Schedule B-2?

Yes. RUCO made an adjustment to account for the plant.

What adjustment did RUCO make to account for the additional plant?

RUCO made an adjustment in the amount of $32,536 to increase GUPIS to

account for the additional plant.

11 OCRB Adjustment #10 - To Correct General Office Plant Allocation Factor

12
K

Q. Did the Company accept RUCO's adjustment to correct the general office plant

allocation factor?

Yes. The Company accepted RUCO's adjustment that corrects the general

office plant allocation factor to 2.8 percent rather than the 3.21 percent utilized by

the Company in its rate application.

18 What adjustment did RUCO make to correct the general office allocation factor?

General office plant in service should be decreased by $95,944 and accumulated

depreciation should be decreased by $51,498 based on the 2.8 percent

allocation factor mentioned above as shown on Schedule TJC-10, pages 1 and

I

Q.

2.

17
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2

1

v

OCRB Adjustment #11 - To Remove Post Test Year General Office Plant from

Accounts 303 and 340

3 Q. Did the Company accept RUCO's adjustment to remove post test year general

office plant?

The Company did not address RUCO's adjustment to remove the post test year

general office plant from OCRB.

8 ~Q. What is RUCO's position regarding this post test year general office plant in

surrebuttal testimony?

RUCO maintains its same direct testimony position to remove $15,434 of 2007

post test year general office plant from accounts 303 and 340.

13 OCRB Adjustment #12 - Treatment of Wells Proceeds

14 i n. Does RUCO maintain its direct testimony position of a 50/50 sharing of the well

proceeds between the shareholders and ratepayers?

No. After reading Staffs direct testimony rationale that ratepayers should receive

100 percent of the settlement proceeds, RUCO is compelled to adopt Stafi"s

reasoning and support its position.

18
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1 Q. Does RUCO agree with the Company's reasoning that the proceeds should be

treated the same as the Arizona Water Company - Eastern Group's Pinal Creek

Group Settlement proceeds, Commission Decision No. 66849?

There is a definite distinction between that case and Chaparral's Fountain Hill

Sanitary District ("FHSD") case. Here, the wells are fully depreciated. In the

Arizona Water Company situation, the Company's assets were not ful ly

depreciated.

g What accounting treatment is RUCO recommending for the settlement

proceeds?

RUCO recommends the same accounting treatment that Staff recommends. The

proceeds should be treated as a regulatory liability.

What adjustment does RUCO recommend to treat the settlement proceeds as a

regulatory liability?

RUCO recommends reducing rate base by $1.52 million less Staff's calculated

amortization expense for 2005 and 2006, which leaves a regulatory liability

balance of $1 ,216,000

20 I
I
OCRB Adjustment #13 .- Intentionally Left Blank

Q.

to
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1 OCRB Adjustment #14 - To Correct Amortization Rate of Contributions in Aid of
i

I

Construction ("ClAC")

3 in. Did the Company address RUCO's adjustment that corrects the GIAC

amortization rate?

No. The Company did not address this adjustment in its rebuttal testimony.

7 Q. What position does RUCO take in its surrebuttal testimony regarding the CIAC

amortization rate?

9 RUCO maintains its direct testimony position that Commission Decision No.

88176 authorized a CIAC amortization rate of 3.3588 percent. The Company

utilized a composite rate of at! the Company's accounts. RUCO does not believe

that is the correct method to determine an amortization rate.

14 Q. Why do you believe that a total Company composite rate is improper?

CIAC consists primarily of mains, services, and meters with 2-3 percent

depreciation rates - not higher depreciable plant like transportation equipment at

a 20 percent rate and communication equipment at a 10 percent rate. RUCO

believes the Commission establishes the CIAC amortization rate in rate case

decisions, and that rate will remain constant going forward until the next rate

case decision. If the Commission disagrees with that understanding, another

way to derive a composite amortization rate for CEAC would be to use only the

accounts in which GIAC resides rather than 3 composite rate for all plant

accounts.

lA.

20
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1 Did you do an analysis using just the accounts that CIAC exists in?

Yes.

What composite rate did you derive when using only accounts in which CIAC

exists?

I derived at a 2.96 percent composite CIAC amortization rate.

If the Commission decides to set CIAC amortization rates in rate decisions, what

adjustment is RUCO recommending?

RUCO recommends increasing CIAC by $1 ,523 as shown on Schedule TJC-12.

12
IOCRB Adjustment #15 - Treatment of Additional CAP Allocation

Does RUCO maintain its direct testimony position in surrebuttal regarding the

100 percent disallowance of an additional Central Arizona Project ("CAP") water

allocation of 1,931 acre-feet?

No. RUCO's surrebuttal position regarding the additional CAP allocation has

been modified.

19 » Q. Please explain RUCO's surrebuttal position regarding the additional CAP

allocation.

RUCO is recommending that 50 percent of the cost of the additional CAP

allocation be placed in a non» depreciable plant account - Account 303 - Land

and Land Rights.

Q.

21
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1 'Q. Why is RUCO recommending that 50 percent be placed in a non-depreciable

plant account?

RUCO recognizes and commends the Company's decision to help reduce and

conserve groundwater usage with surface water.

6 Q. Why is RUCO only allowing 50 percent of the total $1.28 million cost of the

additional CAP allocation to be included in UP1S in a non-depreoiable plant

account?

RUCO originally did not regard the CAP allocation as used and useful in the

provision of water service. However, in deference to the Company's future

source of supply concerns, RUCO now recognizes that some portion of the CAP

allocation should be given rate base treatment. Accordingly, RUCO is now

recommending that 50 percent of the CAP allocation should be given rate base

treatment. For these reasons, RUCO has partially adopted the Stafl"s position on

this issue and is recommending that 50 percent of the CAP allocation be booked

into a non-depreciable plant account. RUCO believes that the remaining 50

percent should be included in rate base at a future point in time when it is

deemed used and useful (See Bourassa Rebuttal at 29-30, Millsap Direct at 17,

and Scott at 11).

22
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1 OCRB Adjustment #16 -WorkingCapital

2 Q. Did the Company accept RUCO's working capital adjustment and thus its

lead/lag study to calculate cash working capital?

Yes.

I

What adjustment did RUCO make for cash working capital?

RUCO's adjusted working capital to reflect the cash working capital requirements

decrease working capital by $100,122. This number fluctuates as adjustments

are made and/or accepted because it is dependent on operating expense levels.

11 RECONSTRUCTION COST NEW LESS DEPRECIATIONRATE BASE ("RCND"):

12 RCND Adjustment #1 - RCND Factor Rounding

'14 Q. Did the Company address RUCO's adjustment to eliminate the truncation issue

for the RCND Factor that is used to trend UPIS up to its reconstruction cost new

value?

No, The Company did not address this adjustment in its rebuttal testimony.

I

to Q.I Would you please explain RUCO's RCND Factor rounding adjustment?

Yes, The Company's Schedule B-4, pages 1-7, truncates the RCND Factor. To

correct this problem, RUCO inserted a mathematical formula into the RCND

Factor cells to carry out the proper multiplication.

i

l
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is RUCO proposing the same recommendation in surrebuttal testimony that it did

in direct testimony to eliminate the Company's truncating?

Yes. RUCO recommends reducing the RCND plant in service by $118 and

increasing accumulated depreciation by $1 as shown on Schedule TJC-16.

6
l

l RCND Adjustment #2 - Correct Account 304 Index Factors

Did the Company accept RUCO's adjustment that corrects the index factor for

the three plant line items in Account 304?

Yes. The Company accepts RUCO's adjustment and adjusted its RCND plant

value downward by $17,805 in its rebuttal testimony.

12 :
IRCND Adjustment #3 - Remove Wells 8 and 9 - Not In Service

13 Q. Did the Company agree with RUCO's RCND adjustment #3 to remove Wells 8

and 9 from UPIS?

Yes. This adjustment is discussed in RUCO's OCRB section of surrebutta!

testimony, Many of the RCND adjustments are mere reflections of the same

adjustments in RUCO's OCRB section with the exception being that the RCND

adjustments are trended up to a RCND value.

20 Q. Does RUCO agree with the amount of the Company's adjustment?

Yes. RUCO agrees with the Company's adjustment that removes UPIS and

aocumutated depreciation in the amount of $441 ,470.

A.
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2

1 a RCND Adjustment #4 - Remove Double Count of RCND Plant Transfers from ACC

Decision 58176

3 Q.I Did RUCO reconsider its RCND adjustment #4 that removed what RUCO

characterized as a double count of UPIS authorized in Decision No. 881767

Yes. RUCO is now in agreement with the Company regarding this adjustment.

What adjustment was necessary to correct RUCO's direct testimony position on

this possible double count of UPIS?

RUCO removed its adjustment in the surrebuttal schedules, However, it was

necessary to make the same adjustment, an addition, in the OCRB schedules to

account for UPIS the Company did not bring forward to i ts B-1 and B-2

Schedules. This adjustment is shown in RUCO's OCRB adjustment #9, which

increased UPIS by $32,536.

15 RCND Adjustment #5 - Remove Shea Water Treatment Plant 1

16 !Q. Did the Company accept RUCO's adjustment to remove the Shea Water

Treatment Plant 1 from RCND rate base?

Yes. Again, this adjustment is a mirror reflection of the same adjustment in

RUCO's OCRB section. The only difference here is it has been trended up to a

RCND value. The adjustment decreases the RCND UPIS and accumulated

depreciation by $3,262,891. This plant has not been in service since 2003.
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1 RCND Adjustment #6 - CapitalizeExpensed Plant Items

Did the Company accept RUCO's RCND adjustment #6 to capitalize expensed

plant items?

Yes. This adjustment is explained in RUCO's OCRB section of this testimony.

6 RCND Adjustment #7 - intentionally Left Blank

8 RCND Adjustment #8 -'RCND TrendedDirect Plant Accumulated Depreciation

Has the Company accepted RUCO's RCND adjustment that reconciles the

accumulated depreciation balance to RUCO's recommended level of

accumulated depreciation?

The Company does not explicitly address this adjustment to accumulated

depreciation. After reviewing both the Company's Schedule B-1, page 1 and

RUCO's Schedule TJC-2, which provide the same information, RUCO has come

to the conclusion that many of the Company's accepted adjustments from both

Staff and RUCO has largely accounted for this adjustment. in an effort to

eliminate some issues in dispute, RUCO has removed this adjustment.

19 l.RCND Adjustment #9 - Intentionally Left Blank
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'1 \ Correct General Office 4-Factor Plant & Accumulated

2

RCND Adjustment #10

Depreciation Allocator

3 Did the Company accept RUCO's adjustment to correct the general office 4-

Factor Allocator for plant and accumulated depreciation?

Yes. This adjustment was fully explained in RUCO's direct testimony. It is also

briefly discussed in this testimony at the OCRB section. This adjustment is

merely trended up to a RCND value.

9 RCND Adjustment #11 - RemovePost-Test Year General Office Plant

10
l| Did the Company address RLJCO's adjustment to remove post test year general

office plant?

No. A discussion regarding this adjustment was provided in the OCRB section of

this testimony.

15 Q. What adjustment is necessary to recognize and remove the post-test year

general office plant?

Since this is post-test year plant, the adjustment is identical in both OCRB and

RCND rate base adjustments because there is no RCND trending factor to

consider. This adjustment reduces GUPIS by $15,434 and increases

accumulated depreciation by $1 ,404 for both OCRB and RCND rate bases.

i

Q.

Q.
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1

2
| .

!

RCND Adjustment #12 - Treatment of the Fountain Hil ls Sanitate District

("FHSD") Wells Settlement Proceeds

3 What is RUCO's position regarding the FHSD Settlement proceeds with the

Company?

RUCO explained its position regarding the FHSD Settlement proceeds in the

OCRB section of this testimony.

8
i
l

RCND Adjustment #13 - Advances in Aid of Construction ("AlAC") Adjustment

Did the Company address RUCO's adjustment to AIAC in rebuttal testimony?

No.

What is RUCO's position to this adjustment since the Company did not address it

in its rebuttal testimony?

As explained in RUCO's direct testimony, "any adjustment to plant in service will

cause the AIAC factor to change because the AIAC factor is the ratio of the

RCND plant in service to the original cost plant in service. All of RUCO's

adjustments to either RCND or OCRB plant in service caused a minor

modification to the AIAC factor. Thus, RUCO's AIAC factor is slightly larger than

the Company? factor.ll

I

I

Q.
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1 IQ. Did the Company make any adjustment for AIAC when accepting any of Staff of

RUCO's rate base adjustments?

Yes. The Company's RCND AIAC balance changed from its direct to rebutth!

testimonies. The amount of change authorized by the Commission in this case

will be determined by the adjustments approved in its Decision,

recommended plant levels are different than the Company's resulting in different

levels of RCND AIAC balances.

RUCO's

9 I
I
| RCND Adjustment #14 - Contributions in Aid of Construction ("ClAC")

10
i

I

8 Did the Company address RUCO's adjustment to GIAC?

No. However, the only difference in this adjustment and the same OCRB CIAC

balance adjustment is this adjustment has been trended up to a RCND value.

Please see RUCO's OCRB section for its rationale for the adjustment.

16

15 is

1
RCND Adjustment #15 - Remove the Deferred Asset and Record 50 Percent in a

Non-Depreciable Plant Account - Additional CAP Allocation")

is this the same adjustment that RUCO made in its OCRB section of this

testimony?

Yes. Please see that section of RUCO's testimony for a complete discussion.

Q.
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1 RCND Adjustment #16 - Working Capital

Did the Company accept RUCO's working capital adjustment and thus its

lead/lag study to calculate cash working capital?

Yes .

6 in. What adjustment did RUCO make for cash working capital?

RUCO's adjustment to working capita!  to reflect the cash working capital

requirements decreases working capital by $100,122. This number fluctuates as

adjustments are made and/or accepted because it is dependent on operating

expense levels.

12 I
i OPERATlNG INCOME & EXPENSES:

13 Operating Adjustment #1 - Depreciation 8= Amortization Expense

14 Q. What is the difference between RUCO's and tile Company's depreciation
!
I
i
I

16 lA.

expense recommendations?

The primary difference between RUCO's direct schedules and the Company's

rebuttal schedules is that RUCO inadvertently utilized "Test Year Book Results"

rather than the adjusted test year depreciation balance as a basis for its

adjustment. RUCO has corrected its Depreciation Expense Schedule. That

correction alone accounted for approximately $25,000 of the reduction to

RUCO's direct testimony schedules. A second reason RUCO's depreciation

expense differed from the Company's is because RUCO had not made the plant

reclassification adjustment recommended by Staff and adopted by the Company.

l
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RUCO does not object to the reclassification adjustment. The remaining

discrepancy results from slight differences in recommended plant balances.

4 Q. If RUCO doesn't object to the plant reclassification adjustment, why hasn't RUCO

made the adjustment in surrebuttal?

The primary reason was time. RUCO had not completed any analysis or review

of the adjustment. The Company and RUCO are within a $3,000 difference of

depreciation expense without having made the reclassification adjustment.

10 Operating Adjustment #2- Property TaxExpense

11 Q. What are the primary difference in RUCO's direct and the Company's direct

position regarding property tax expense?

RUCO used an alternative methodology rather than three years of historical

gross revenues. RUCO's alternative methodology uses two years of historical

revenues and one year of RUCO's proposed level of revenue.

Did RUCO provide any empirical evidence in its direct testimony indicating the

Company has over-collected on its property tax expense that was last authorized

on September 30, 2005?

Yes. RUCO obtained the property tax expense for years 2004 through 2006

from the Company's rate application. The actual property tax expense for years

2007 and 2008 was obtained from Arizona Department of Revenue ("ADOR") as

shown below:
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3.004 2005 2006 2007 2008

Property Tax Expense $ 280,537 $ 279,529 33 241 ,774 $207,162 $ 187,214

Commission Decision No. 68176 made an allowance for property tax expense in

the amount of $299,495. In none of those years was that level of property tax

expense achieved.

authorized and the property tax expense actually incurred.

Actually, the disparity is growing between what was

Operating Adjustment #3 - Miscellaneous Expense

Q. What is RUCO's adjustment to miscellaneous expense?

RUCO adopts Staff's recommended miscellaneous expense adjustment that was

accepted by the Company in rebuttal testimony.

14 Operating Adjustment #4 - Rate Case Expense

15 EQ. Did the Company make any concessions in its rebuttal testimony concerning rate

case expense?

Yes. The Company decided to forgo any unamortized rate case expense

resulting from Decision 68176.

20 Q. Is RUCO's position the same as in its direct testimony regarding the Appeal and

Remand of Decision 68176?

22 A.
l

Yes. This is discussed in RUCO witness, Mr. Rigsby's testimony.
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1 Operating Adjustment#5 - Purchased Water Expense

Did RUCO accept the Company's rebuttal adjustment to purchased water

expense?

Yes.

6
I
I.

!
I Operating Adjustment #6 - Outside Services Expense

Did the Company address RUCO's adjustment to outside services?

No.

10 Q.I
What is RUCO's surrebuttai position regarding its outside services adjustment?

RUCOls surrebuttat position is the same as in its direct testimony. RUCO's audit

of outside service invoices determined that the Company eliminated an outside

service person on May 22 of the test year that provided water supply

superintendent services for the Company. The Company replaced these

services with an employee. The charges in the test year for the outside service

person are a nonrecurring expense on a going forward basis. All associated

charges for those outside services should be removed from adjusted test year

outside services account. This information is provided in Company work paper

titled "CCWC Employees 06." The charge for the services was $3,500 per

week. RUCO recommends reducing the outside service expense account by

$71,000 to remove the nonrecurring expense as shown on Schedule TJC-37.
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1 Operating Adjustment #7 - Water Revenues

Has RUCO accepted the Company's adjustment to water revenues due to less

loss of water sales from the golf courses than the Company originally estimated?

Yes. RUCO has accepted the Company's calculated adjustment.

6

7

Operating Adjustment #8 - Remove Expenses Charged to Repairs & Maintenance

and Outside Services and Capitalize

Has RUCO accepted the Company's adjustment to capitalize expensed plant

items?

Yes. RUCO had made a portion of the adjustment in its direct testimony, which

was accepted by the Company in its rebuttal testimony. The Company accepted

another adjustment recommended by Staff, which RUCO adopts in its surrebuttal

testimony.

Please identify the total adjustment that RUCO accepts.

RUCO initially removed $43,217 from the repairs 8< maintenance expense

account and capitalized it accordingly. Then, RUCO removed $38,049 from

outside services and capitalized the expense as recommended by Staff and

accepted by the Company.
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1
I

i Gperating Adjustment #9 - Water Testing Expense

Please explain RUCO's adjustment to water testing expense.

RUCO adopts StafFs adjustment to water testing expense, which was also

accepted by the Company in rebuttal testimony.

6 Operating Adjustment #10 - Purchased Power

Q. Does RUCO accept the Company's adjustment to purchased power expense?

Yes.

10
I
Operating Adjustment #11 - Amortization of the Additional CAP Allocation

11 Q. Please explain RUCO's adjustment that removes the amortization associated

with the deferred regulatory asset - Additional CAP Allocation.

RUCO agrees with Staff's recommended treatment of the additional CAP

allocation. However, RUCO does not believe that the CAP allocation is currently

used and useful. As explained in the OCRB section, RUCO recognizes 50

percent of the allocation may be a non-depreciable plant account as suggested

by Staff and accepted by the Company in recognition that the CAP allocation

may help the Company reduce groundwater usage. Removal of the amortization

expense associated with tale CAP allocation is consistent with Staff's

recommendation and accepted by the Company.

35



Surrebuttal Testimony of Timothy J. Coley
Chaparral City Water Company, Inc,
DOCKET no. w-021 t3A-07-055 t

I

1 Operating Adjustment #12 - Income Taxes

Please explain RUCO's adjustment to the Company's Income Tax Expense.

This adjustment results from RUCO's recommended level of taxable operating

income.

6 Other Remaining Issues

7
I!
i Low-Income Program ("LlP")

8 Q.
I
I
5 Has the Company presented a LIP in this case?

No. However, the Company has proposed to present a LIP prior to the hearing

for the parties to review.

12 Q. What is RUCO's position regarding LIP's'?

RUCO generally supports LlP's and will review it once it is available. The

Company stated that all customers would have to subsidize the program

accordingly.

17 CAP Hook-Up Fee

Has the Company proposed a CAP Hook-up Fee to recover costs associated

with the additional CAP allocation?

Yes. The Company has proposed a "CAP Hook-up Fee" on new water

installations. This is shown on Company Schedule H-3, page 3, line 22 and lines

30 through 32.

A.
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1
I
:
J
L

3 IA.

Does RUCO believe this is an appropriate hook-up fee to reimburse the

Company for its additional CAP allocation?

No. Hook-up fees are generally used to fund back-bone plant. RUCO believes

that the additional CAP allocation is not back-bone plant. The Company's

proposal would allow Chaparral to recover the cost of the allocation when both

Staff and RUCO are recommending that the CAP allocation be booked in a non-

depreciable account and the Company be permitted to earn a return on it in

perpetuity. For this reason, RUCO does not believe that Chaparral should be

permitted to recover the CAP allocation costs through the Company-proposed

hook-up fee on new water in stailatiorms.

12 Q. Did the Company address this hook-up fee issue in either its direct or rebuttal

testimonies?

No.

What is RUCO's recommendation concerning the Company's proposed CAP

hook-up fee?

RUCO recommends the Commission deny this hook-up fee and the language be

struck on the referenced Company H-3 Schedule.

Q.
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1 GROSSING-UP SERVICE LINE /METER INSTALLATION TAXES

Did the Company propose that service lines and meter installations be grossed-

up for taxes?

Yes. The Company made this request on Company Schedule H-3, page 4, but

was silent on the issue in written testimony.

What recommendation is RUCO making regarding this proposed treatment to

gross these service lines and meter installations up for taxes?

RUCO recommends the Commission deny the request unless the Company can

cite some change in ACC rules andlor Internal Revenue Service Regulations that

would allow such treatment.

13 INTEREST SYNCHRONIZATION

14 Q. Has RUCO recalculated interest expense based on FVRB rather than OCRB?

RUCO has adopted the Company's position on interest synchronization and has

multiplied Chaparral's FVRB times RUCO's recommended weighted cost of debt

to cakzulate an appropriate interest expense deduction. The deduction is

reflected in RUCO's recommended Ievei of test year adjusted income tax

expense.

i
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1 I RATE DESIGN

Is RUCO filing a new rate design in surrebuttal testimony?

Not at this time. As a result of RUCO's modified position and the Company's

proposed LIP, it will be filing revised rate design schedules prior to the hearing

that reflect RUCO's pre-hearing position revenue recommendation. RUCO's

surrebuttal revenue recommendation is approximately 7.4 percent more than its

direct testimony recommendation.

Q in. Does RUCK believe that its rate design will mirror that filed in its direct

schedules?

RUCO believes its rate design will be substantially similar with an upward

adjustment to account for the additional revenue recommendation.

14 LQ, Does that conclude your surrebuttal testimony at this time?

15 EA. Yes, it does.
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IA§L§ QF GQNTENTS TQ§143REBu1*rA4EsTlnaQny SQ.l;2.QuLI.8s TJC

SCHEDULE#

TJC - 1, page 1
TJC - 1, page 2

REVENUE REQUIREMENTS
GROSS REVENUE <3onvERs1on FACTOR

TJC-2

TJC-3

SUMMARY OF RATE BASE

RATE BASE _ ORIGINAL COST ("OCRB")

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

OCR8 UTILITY PLANT IN SERVICE & ACCUMULATED DEPRECIATION

RECOMPUTATION OF DIRECT PLANT & ACCUMULATED DEPRECIATION

OCRB ADJ. #3 - REMOVE WELLS 8 & 9

OCRB ADJ, #5 - REMOVE SHEA WATER TREATMENT PLANT 1

OORB ADJ. #6 - CAPITALIZE EXPENSED PLANT ITEMS

TJC - 4, pages 1 thru 2

TJC - 5

TJC - 5, pages 1 thru 3

TJC _ 7

TJC - 8

TJC , g

TJC _ 10, page 1 of 2
TJC - 10, page 2 of 2

OCRB ADJ. #10 . GENERAL OFFICE PLANT ALLOCATION
OCRB ADJ. #10 - GENERAL OFFICE ACCUMULATED DEPRECIATION ALLOCATiON

TJC-11

TJC-12

TJC- 13

TJC - 14, pages 1 thru 2

TJC-15

TJC-'16

TJC-17

TJC-18

TJC- 19

TJC-20

OCRB ADJ. #11 . REMOVE POST TEST YEAR GENERAL OFFICE PLANT

OCRB ADJ. #14 - RECOMPUTATION OF CONTRIBUTIONS IN AID OF CONSTRUCTION

RECONSTRUCTION COST NEW LESS DEPRECIATION ("RCND") RATE BASE

SU MMARY OF RCND RATE BASE ADJUSTMENTS

RCND UTILITY PLANT IN SERVICE 8 ACCUMULATED DEPRECIATION

RCND RATE BASE ADJ. #1 - UTILITY PLANT IN SERVICE - ROUNDING ADJUSTMENT

RCND RATE BASE ADJ. #2 _ CORRECT ACCOUNT 304 INDEX FACTOR

RCND RATE BASE ADJ. #3 - REMOVE WELLS 8 & 9

RCND RATE BASE ADJ. #5 . REMOVE SHEA WATER TREATMENT PLANT 1

RCND RATE BASE ADJ. #6 - CAPITALIZE EXPENSED PLANT ITEMS

TJC-21, page 1 off
TJC -21, page 2 off

RCND RATE BASE ADJ. #10 - GENERAL OFFICE PLANT ALLOCATION
RCND RATE BASE ADJ. #10 - GENERAL OFFICE ACCUMULATED DEPRECIATION ALLOCATION

TJC - 22 RCND RATE BASE ADJ. #11 . REMOVE POST TEST YEAR GENERAL OFFICE PLANT

RCND RATE BASE ADJ. #13 - RECALCULATE ADVANCES IN AID OF CONSTRUCTION ("AIAC")

RCND RATE BASE ADJ. #14 - RECOMPUTATION OF CONTRIBUTIONS [N AID OF CONSTRUCTION

OCRB ADJ. #15 .. REMOVE DEFERRED REGULATORY ASSET

OCRB ADJ. #16 , WORKING CAPITAL

OPERATING INCOME - TEST YEAR AND RUCO PROPOSED

SUMMARY OF OPERATING ADJUSTMENTS

TJC - 23

TJC - 24

TJC . 25

TJC - 26, pages 1 thru 15

TJC - 27

TJC - 28



TJC - 29

TJC - 30

TJC . 31

TJC - 32

TJC »  33

TJC- 34

TJC - 35

TJC - CB

OPERATING ADJ. #1 - DEPRECIATION AND AMORTIZATION EXPENSE

OPERATING ADJ. #2 - PROPERTY TAX EXPENSE

OPERATING ADJ. #4 - RATE CASE EXPENSE

OPERAT1NG ADJ, #6 - OUTSIDE SERVICES EXPENSE

OPERATING ADJ. #8 - REMOVE EXPENSED PLANT ITEMS AND CAPITALIZE

OPERATING ADJ. #11 - REMOVE DEFERRED REGULATORY ASSET AMORTIZATION

OPERATING ADJ. #12 - INCOME TAXES

COST OF CAPITAL



$ 3,063,335 $ 1 ,144,478

CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2006
REVENUE REQUIREMENTS

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-1
PAGE 1 OF 2
SURRE8UTTAL TESTIMONY

REVENUE REQUIREMENTS

LINE
NO. DESCRIPTION

(A)
COMPANY

REQUESTED

(B)
RUCO

RECOMMENDED

1 ADJUSTED FAIR VALUE RATE BASE (FVRB) $ $

2 ADJUSTED OPERATING INCOME

28,736,406

797,271

3 2.77%

27,498,329

1,051,686

3.82%

4

CURRENT RATE OF RETURN (LE I LI)

REQUIRED RATE OF RETURN ON FVRB 9.32% 6.38%

5 REQUIRED OPERATING INCOME {L4 * LI )

OPERATING INCOME DEFICIENCY (LE - L2)

7 GROSS REVENUE CONVERSION FACTOR

B

2,678,233

1,880,962

1.5286

1 ,754,3Q3

702,707

1.6287

8 GROSS REVENUE INCREASE

g CURRENT REVENUES T/Y ADJUSTED 7,445,700

10,510,03510 PROPOSED ANNUAL REVENUE (LB + LE)

11 PERCENTAGE AVERAGE ENCREASE 43.14%

7,505,010

8,649,488

15.25%

'12 COST OF COMMON EQUIITY 10,50% 6.83%

REFERENCES:
COLUMN (A)1 COMPANY SCHEDULE A-1
COLUMN (B): SCHEDULE TJC-1, PG. 2, TJC-2, TJC-3, TJC~30 AND TJC-43



1.62867

CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2006
GROSS REVENUE CONVERSION FACTOR

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-1
PAGE 2 OF 2
SURREBUTTAL TESTIMONY

LINE
no. DESCRIPTION AMOUNT REFERENCE

1 REVENUE 1 .0000

2 UNCOLLECTIBLES 0.00000 COMPANY SCH. C-3

3 SUB-TOTAL 1 .0000 LINE 1 - LINE 2

4 LESS: TAX RATE 38.60%

5 TOTAL 0.6140

NOTE (8)

UNE3-HNE4

6 REVENUE CONVERSION FACTOR LINE 1/LINE 5

NOTE (a`l:
CALCULATION OF EFFECTIVE TAX RATE

OPERAT1NG INCOME BEFORE TAXES
LESS: ARIZONA STATE TAX
TAXABLE INCOME FEDERAL
TIMESZ FEDERAL INCOME TAX RATE
SUBTOTAL
ADD STATE TAX RATE
LINE 3 ABOVE
EFFECTIVE TAX RATE

100.00%
6.97%

93.03%
34.00%
31.53%
38.50%

100.00%
38.60%



CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2006
SUMMARY OF RATE BASE

DOCKET no. W-D2113A-07-0551
SCHEDULE TJC-2
SURREBUTTAL TESTIMONY

Line

No .
1

RUCO
Original Cost

Rate base

RUCO
RCND

Rate base

RUCO
Fair Value

Rate Base {50!50)

Gross Utility Plant in Service
Less: Accumulated Depreciation

$ 50,295,600
(13,710,454)

$ 77,640,019
(22,122,967)

SS 63,967,809
(17,916.711)

Net Utility Plant in Service 5 36,585,146 $ 55,517,052 $ 46,051,099

(6,557,243] (10,122,247) (8»,339,745)

Less:
Advances in Aid of

Construction
Contributions in Aid of
Construction - Net of amortization

Customer Meter Deposits
Deferred Income Taxes & Credits
Investment tax Credits
Shared Gain on Well

(6,120,652)
(819,845)
(925,896)

(9,443,703)
(819.845)
(925,896)

(T,782,178)
(819,845)
(925,896)

(1,216,000) (1 ,216,000) (1 ,216,00D)

Plus:
Unamortized Debt Issuance

Costs
Working Capital
Deferred Regulatory Assets

424,010
106,884

424,010
105,684

424,010
106,884

Total Rate Base 21,475,403 33,520,255 S 27,498,329

2
3
4
5
6
7
B
g

10
TI
12
13
14
15
16
17
LB
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

SUPPORTING. SCHEDULES:
Schedules TJC-4, pages 1 and 2
Schedules TJC-5
Schedules TJC-6, pages 1, 2, and 3
Schedules TJC-14, pages 1 and 2
Schedule TJc~t5

.3

RECAP SCHEDULES:
Schedule TJC- 1



CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2006
RATE BASE - ORIGINAL COST

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-3
SURREBUTTAL TESTIMONY

(B)

LINE
NO. DESCRIPTION.

(A)
COMPANY

AS
FILED

RUCO
ADJUSTMENTS

(C)
RUCO

AS
ADJUSTED

1 $

3

$ 51 ,771 ,885

(15,877,022)

$ 35,894,863 $

(1 ,476,285)

2,166,568

690,283

$ 50,295,600

(13,710,454)

$ 35,585,146

4

PLANT IN SERVICE

2 ACCUMULATED DEPRECIATION

NET PLANT !N SERVICE

CONSTRUCTION WORK IN PROGRESS (CWIP)

TOTAL NET PLANT5 $ 35,894,863 33 690,283 $ 36,585,146

6

7

Less:
ADVANCES IN AID OF CONSTRUCTION (AIAC)

CONTRIBUTIONS IN AID OF CONSTRUCTION (CIAC) - NET

8 CUSTOMER METER DEPOSITS

9 DEFERRED INCOME TAXES

10 INVESTMENT TAX CREDITS

11 SHARED GAIN ON WELL

((5,557,243)

(8.119,129)

(819,845)

(925,896)

(1,523)

(6,557,243)

(6,120,652)

(819,845)

(925,896)

(646,000) (570,000) (1,21[8,000)

12
Plus:
UNAMORTIZED DEBT ISSUANCE COSTS

13 WORKING CAPITAL

424,010

106,884

14

15

DEFERRED REGULATORY ASSETS

TOTAL RATE BASE

424,010

207,006

1,280.000

$ 22,737,766 $

(100,122)

(1 ,280,000)

(1 ,261353) $ 21,476,403

REFERENCES;
COLUMN (A): COMPANY SCHEDULE B-1
COLUMN (B): SCHEDULE TJC-4, PAGES 1 and 2
COLUMN (C): COLUMN (A) + COLUMN (B)

Fp
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CHAPARRAL r::Ty WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2006
RE-COMPUTATION OF TOTAL UTILITY PLANT IN SERVICE (UPIS)
AND ACCUMULATED DEPREClATlON FROM DECISION no. S8176

DOCKET NO. W-02113A-07-D551
SCHEDULE TJC-5
SURREBUTTAL TESTIMONY

Total Chaparral City Water UPIS:

Line
No. Descrintion Amount

1
2
3

Chaparral City Waler Direct Plant Per Company
Chaparral City Water Direct Plant Per RUCO
RUCO's Direct Plant Adjustment

$51 _020]714
51 ,053,250

s 32,538

4
5
6

$Chaparral City Water General Office Plant Allocation Par Company
Chaparral City Water General Office Plant Allocallon Per RUCO
RUCO's General Office Plant Allocation Adjustment s

751,171
639,794

(111,377)

7
8
9

Total Chaparral City Water Gross LIPIS Per Company
Total Chaparral City Water Gross UPIS Per RUC()
Total RUCO Gross UPIS Adjustment

$51 .771,aas
51 ,6'33,04-4

s (7a_841)

Total Chaparral Citv Water Accumulated Depreciation:

10
11
12

Chaparral City water Direct Plant Aocumulaied Depreciation Per Company
Chaparral City Waler Direct Plant Accumulated Depreciation Per RUCO
RUCO's Direct Plant Accumulated Depreciation Adjustment

$15,473,834
15,479,021

5,187

13
14
15

Chaparral City Water General Of'lice Allocation of Accumulaled Depreciation Per Company
Chaparral City Water General Office Allocation of Accumulated Depreciation Per RUCO
RUCO's General Office Allocation of Accumulated Depreciation Adjustment

403,188
351,690
(51,498)

'IB
17
LB

Total Chaparral City Water Accumulated Depreciation Per Company
Total Chaparral City Water Accumulated Depreciation Per RUCO
Total RUCO Accumulated Depredation Adjustment

15,877,022
15,830,712

$ (46,310)

Supporting Schedules:
\TJC-4(a)ScheduIesRpages1 -5\Dire<:tPlant\AZ-CorpPlant\CentralDivisionPlan1\
Regarding RUCO's Eastern Div. treatment see Company response to RUCO DR 2116
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Chaparral City Water Company
Test Year Ended December 31, 2006

Original Cost Rate Base Proforma Adjustments
Adjustment 3

DOCKET no. W-02113A-07-0551
SCHEDULE TJC~7
SURREBUTTAL TESTIMONY

OCRB Direct Plant - Remove WeU§8.& 9 - Out of Service

Line
No.
1
2
3
4
5
B
7

Company OCRB Direct Plant - Remove Wells 8 & 9 from Account 304
Company OCRB Direct Plant - Remove Wells 8 8= 9 from Account 307
RUCO OCRB Direct Plant - Remove Wells 8 8. 9 from Account 304
RUCO OCRB Direct Plant - Remove Wells 8 81 9 from Account 30?
RUCO Adjustment

$

(596)
(106,816)
(107,412)

Increase (Decrease) to OCRB Direct Plant 85 (107,412)

Company OCRB Direct Plant Accumulated Depreciation - A/C 304
Company OCRB Direct Plant Accumulated Depreciation .. A/C 307
RUCO OCRB Direct Plant Accumulated Depreciation - A!C 304
RUCO OCRB Direct Plant Accumulated Depreciation A/C 307
Ruck Adjustment

$

(596)
(106,816)
(107,412)

8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

Increase (Decrease) to OCRB Accumulated Depreciation $ (107,412)

Net Adjustment



Chaparral City Water Company
Test Year Ended December 31, 2006

Original Cost Rate Base Proforma Adjustments
Adjustment 5

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-8
SURREBUTTAL TESTIMONY

OCRB Direct Plant - Re_mov9 Shea Water Treat_rpQrmt Plant 1 - Qu_t of Service

Line
No.
1
2
3
4
5

6
7
8

Company OCRB Direct Plant - Account 320
RUCO OCRB Direct Plant - Account 320
RUCO Adjustment

$ 7,763,500
5.752.577

(2,010.923>

Increase (Decrease) to OCRB Direct Plant $ (2,010,923)

Company OCRB Direct Plant Accumulated Depreciation - A/C 320
RUCO OCRB Direct Plant Accumulated Depreciation - A/C 320
RUC() Adjustment

$ 2,099,307
88,384

(2,010,923)

Increase (Decrease) to OCRB Accumulated Depreciation $ (2.010,923)

9
10
11
12
13

14
15
16

17
18
19

20
21
22
23
24
25
26

Net Adjustment

SUPPORTING SCHEDULE
run_plant__Remove Shea Water Treatment Plant 1.xls
orb_plant_Remove Shea Water Treatment Plant 1.xls



Chaparral City Water Company
Test Year Ended December 31, 2006

Original Cost Rate Base Proforma Adjustments
Adjustment 6

DOCKET NO. W-02113A-07-0551
SCHEDULE TJC-9
SURREBUTTAL TESTIMONY

OCRB Direct Plant - Remove Expensed Items and Capitalize

RUCO OCRB Direct Plant
RUCO OCRB Direct Plant
Rico OCRB Direct Plant
RUCO Adjustment

Account 304
Account 311
Account 339

$ 11 ,590
26,084
43,217

| .80,891

Increase (Decrease) to OCRB Direct Plant s 80,891

Accept Company's Adjustment to Accumulated Depreciation 3,265

Line
No.

1
2
3
4
5
6

7
8

9
10
11

12
13
14
15
16
17
18
19
20
21
22
23
24
25

Increase (Decrease) to OCRB Accumulated Depreciation $ 3,265



s (95,944)

CHAPARRAL CITY WATER COMPANY, !NC.
TEST YEAR ENDED DECEMBER 31, 2008
RATE BASE ADJUSTMENT #10 n GENERAL OFFICE ALLOCATED PLANT
ORIGINAL COST

DOCKET no. W-02113A-D7-0551
SCHEDULE TJC-10
PAGE 1 of 2
SURREBUTTAL TESTIMONY

December 31. 2006
Line
No. General OFfiCe Plant Allocation - Plant-in-Service

Per
Company
Qriq. Cost

16,452
t,08Q,237

4 Factor
Allocation %

4 Factor
Allocated
Orig. Cost

461
30,499

5,802,813 162,479

(916) (26)

847,382
14,268,765

552,719

23,727
399.525
15,476

301
302
303
304
305
306
307
308
309
310
311
320
330
331
333
334
335
335
339
340
341
342
343
344
345
346
347
34B

Organization Cost
Franchise Cost and Other Intangible Plant
Land and Land Rights
Structures and Improvements
Collecting and impounding Res.
Lake River and Other Intakes
Wells and Springs
Infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Distribution Reservoirs & Standpipe
Transmission and Distribution Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Miscellaneous Equipment
Office Furniture and Fixtures
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant

405,643
4,061

249.261
185,561

2.B0°/u
2.80%
2.80%
2.80%
2.80%
280%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%

11,358
114

6.979
4,536

Company Requested Level of Total General Office Plant $23,400,978 $ 655,227

Less:
RUCO OCRB Adjustment #11 - Remove Post Test Year Plant 551,208

RUCO Recommended Level of Total General Office Plant
4 Factor Allocation Factor

s 22,849,770
2.80%

RUCO Recommended Level of Allocated General Office Plant - See TJC-5 _$ 839,794

1
2
3
4
5
6
7
B
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
25
27
28
29
30

31
32
33
34
35
36
37
38

39
40 Company Increase (Decrease) to General Office Plant-in-Sewice Allocation
41 RUCO Increase (Decrease) to General Office Plant-in~Service Allocation
42 RUCO Adjustment

s 751,171
s 655,227



CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2006
RATE BASE ADJUSTMENT #10 - ACCUMULATED DEPRECIATION
ORIGINAL COST

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-10
PAGE 2 of 2
SURREBUTTAL TESTIMONY

Line
No. General Office Plant Allocation - _Accumulated Depreciation

RUCO
Accumulated
Depreqiaijon

4 Factor
Allocation %

Allocated
Accumulated
Depreciation

3,046
211,595

85
5,925

2,354,430 65,924

162,569
8,664,647

552,718

4,552
242,610
15,476

301
302
303
304
305
306
307
308
309
s t o
311
320
330
331
333
334
335
335
339
340
341
342
343
344
345
346
347
34B

Organization Cost
Franchise Cost and Other Intangible Plant
Land and Land Rights
Structures and Improvements
Collecting and Impounding Res.
Lake River and Other Intakes
Wells and Springs
Infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Distribution Reservoirs 8. Standpipe
Transmission and Distribution Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Miscellaneous Equipment
Office Furniture and Fixtures
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant

192,488
4,062

249,257
165.561

2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.B0%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%

5,390
114

6,979
4.836

$ 12,560,374 $ 351,690

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31 Company increase (Decrease) to General Office Accumulated Depreciation
32 RUCO Increase (Decrease) to General Office Accumulated Depreciation
33 RUCO Adjustment to General Office Accumulated Depreciation I

$
$
$

403,188
351,690

(51,498)l



$ (15,434)

Chaparral City Water Company
Test Year Ended December 31, 2006

OCRB Rate Base Proforma Adjustments
Adjustment 1 1

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-11
SU RREBUTTAL TESTIMONY

OCRB General Office Plant fie rove Post Test Year Fjegn;

Company OCRB 2007 Post Test Year Plant - Account 303
Company OCRB 2007 Post Test Year Plant - Account 340

s 159,087
392,121

Total Company Post Test Year - General Office Plant 551,208

Chaparral General Office Plant Allocator 2.80%

Increase (Decrease) to OCRB General Office Plant $ (15,434)

Line
No.
1
2
3
4
5
6
7
8
g
10

11
12
13
14
15

Company OCRB GO Plant Accumulated Depreciation »  A/C
RUCO OCRB Direct Plant Accumulated Depreciation
RUCO Adjustment

$ t2,560,374
12,560,374

Chaparral General Office Plant Allocator 2.80%

Increase (Decrease) to Accumulated Depreciation s

16
17
to
19
20

21
22
23

24
25

Net Adjustment

suppo31ln G SCHEDULE
run_go_plant_Remove PTY Plant Adj.xls



ChaparralCity Water Company
Test Year Ended December 31, 2006

Original Cost Rate Base Proforma Adjustments
Adjustment 14

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-12
SURREBUTTAL TESTIMONY

Line

l\l<2.

1 Computation of GIAC Balances

Balance at 12/31/2003 per Decision
Additions 2004

Balance at 12/31/2004
Additions 2005

Balance at 12/3112005
Additions 2006

Balance at 12131/2006

$ 273.476
272,024
545,500
405,152
950,552

5,337,445
6.288.097

computation of Accumulated Amortization GIAC Balances !Ha}f-_year Convention)

$
2.500%

2.500% (9 months)
3.3588% (3 months)

Balance at 1231/2003 per Decision
2004 Amortization at composite rate

Balance at 12/31/2004
2005 Amortization at composite rate
2005 Amortization at composite rate

Balance at 12/31/2005
2006 Amortization at composite rate

Balance at 12/31/2008
3.3588%

15,334
101237
25,571
14,026
6,282

45,879
121 ,568
167,447$

A.A. Balance per Computation
Baianoe at End of Test Year
Adjustment to A.A. C1AC

$ 157,447
99,136
68,311

Company Adjustment
RUCO Adjustment

$ 69,834
6B,311

2
3
4

5
6
7
8
9

10
11
12
13
14
15
Te
17
18
19
20

21
22
23

24
25
26
27
28
29
30
31
32 Increase (Decrease) to Contributions-in-aid, Net s 1,523

Reference:
Line 17 and 19 utilizes amortization rate authorized in Decision No. 68176
per Bourassa Rebuttal Schedule C-2, page 2.

_as



CHAPARRAL CITYWATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2006
RATE BASE - RCND

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-13
SURREBUTTAL TESTIMONY

(B)

LINE
n o . DESCRIPTION

(AJ
COMPANY

AS
FILED

RUCO
ADJUSTMENTS

(C)
Ruck

AS
ADJUSTED

T $

3

$80,783,568

(25,894,B85)

$ 54,888,882 $

(3,143,549)

3,771,719

628,170

$ 77,640,019

(22,122,967)

$ 55,517,052

4

PLANT [N SERVICE

2 ACCUMULATED DEPRECIATION

NET PLANT IN SERVICE

CONSTRUCTION WORK IN PROGRESS (CWIP)

TOTAL NET PLANT5 s 54,888,882 3 628,170 $ 55,517,052

6

7 CONTRIBUTIONS IN AID OF CONSTRUCTION (CIAC) - NET

8 CUSTOMER METER DEPOSITS

g DEFERRED INCOME TAXES

10 INVESTMENT TAX CREDITS

11 SHARED GAIN ON WELL

Less:
ADVANCES IN AID OF CONSTRUCTION (AIAC) (10,231360)

(9,441 ,352)

(819,845)

(925,895)

109,513

(2,351 )

(10,122,247)

(9,443,703)

(849,845)

(925,898)

(646,000) (570,000) (1,218.000)

12

13 WORKING CAPITAL

14 DEFERRED REGULATORY ASSETS

15 TOTAL RATE BASE

Plus:
UNAMORTIZED DEBT ISSUANCE COSTS 424,010

105,884

424,0t0

207,006

1,280,000

s 34,735,045 $

(100,122)

(1 ,280,00D)

(1 ,214,790) $ 253,520,255

REFERENCES:
COLUMN (A); COMPANY SCHEDULE B-4 and B-4~A
COLUMN (B): SCHEDULE TJC-14, PAGES 1 and 2
COLUMN (Cr coLumn (A) + COLUMN (Bl



| Iv '
an
Ia m

oz
- . t

a
<

BE (19 89

I I I
<1

i:`
r~
:It

-1
D

>8 z
9 o
8 E
: '¢7»n 1' la
9*. |-
S e -
db-
=*_'1S-;E|-: mWQW8
=<;uu.l

89 89 as 65

LD
Ru
:Q
r-
r-

no
N
cc;
r -
r--

I ID
N
LD
r~
I*6 - A

a
<

cm
4:

en HE 69

o o o
m
4:

U .
w-*

->
D
<

r
cm
'Q
PP
cm
4
co

*L*
UI
C-CI_
nr
'CD
C*£
f n

ea ea E19 be

I 1 I I I I

4
WD
<

69 he £8 *JE

3
I"-
'9'_

c:>
|**-

_

o

5
m
4:
W
D
4

1-
-:r
fr

~<:r
xi

89 Ia 69 619

I I

5
4:

E3-`

O

9
t "-

1 -
1 -
<n
":r

D

m
K" 3_

O G

.W

co
m
m
if:
1-

w
cm

=°=:
m
1 --1a

<
b e es 89 he

our-no
W W

_'7-1-'11111-1-1-
u m m m2 _ l _ l _ lu.1:>D:>
IJJLIJUJUJ

L L J O O O
c c c o w w

c o
w eUL)"1"-
|-|-
LIJLU_A_l3 3Q DLIJLU
<.>o
cow

no,_
v-
~_f

1- t-G>1-
-fh-
cn1-
1-wv

01

1-
3

1-
1:
'>
D
<

he ea et 69

of
CD
LD

I
l:>
(D
"1

fn*
-a
et
m1.-
co~..-r

w
O J

°=L
L g
N
m
4...-f

I r: :>
O

Q
( D
q -
C D

ca1-
Q
rN~=r

<9O
Q
r-oN

<1-

ua
_

o>iuJ
48< 8
08
' J o

mno
"2
caea
69

LD
cs
CD
-:s'
m
an
LE
N

N
In
OD_
soof
to
-4-LD
et

N
no
LU_
no
no

-
q-
Lf:
HE

¢4)
<4
CO

aTLD
Q
'L-
<1
"'1
m

ID
¢
O
LE
cm
*z
ea
ea 0:

E
az-

r.>
"* <::ms
Dm

ur-l_ Ic: n-
ua-3.8
E

82

ac
3
9,

¢>E
z
Q
-
8
DC
O
(D
UJ
D

cm
U)
UJ
m
<9
O
nr

E

8

3
U
D

3 8

88:E 4.§== -3 _JW _

88
ET a

. - W m
8 5 E T
§°e :
§¢mE;&E5
E  8 ¢ § 8 3 3 a
3 - - c 0 8 i s :
§§838§33
§§3§86§3 u Eu mm

v 8 °
c c

m

Z
Q
|-
3
o
LU
Cr
CL
LU
a
D
LU

3

I-
z
<(...I
[L
|-
UJ
Z

6
3
s
z
O
»=
o
D
DC
» -
w
Z
O
O
LL
O
9
fr
z

U)
IJJ

8
Lu
2
O
L)
g

wages3§s.,,Es..,.,m ~ m m ~ ~gQmc¢ m¢ E
Lu
Q>CrUJfn
Z
|-2
_JO_

323OO<1

\.\J
Q>MLUW
E
':
30_
I-UJZ

>cLrO
g
Z
9|-(J3Cr+-U)zOO

_|<E|-O|-

VJLu
O

- 8" ' >
Q D_ l <

|-LUz
ET
So
z
Ql-'ODn:|-Cf)zO<_>LLo
Q<
3
U)z
Q|-3
9Q:}-zOO

cm
I;
in
o
D.
UJ
O
M
LU
|-
\JJ
2
m
UJ
2
o
|-
UJ
3
O

D
LU
Cr
oz
L U
L L
UJ
a

w
a
LIJ
ac
(_)

>-
| -
2
LU
E| -U)LU
>
z

_I_IUJ
3
2o
Z<(D
DLUas<
m

if
UD
O
U
UJ
O
z
4
3
UP
U)
>~
m
m
Q
Q
u.l
E
p.,
cc
O

45
3 z

0_ :u

4
| ; 'l l .
<O
CJ
Ex
a:
O
3

(D
»-
up

8
>
n:

E
<_|
: J
w
LIJ
ac
D
UJ
Cr
E
LIJ
U.
LU
a

LU
co
<
m

LU

8
_J
<1
»-
c)
»-

8 8 8 9 8 8 9 8 8
E  8 E 8 3 3 3 3 8
3 8 8 8 8 8 8 8 8
2 2 2 2 3 3 2 3 2

: 3 : : 3 3 3 3
'D 13

m

E
gd

G e

§"~§
0.*1 u.|
: m m
0  u 1 <
UNW
m38l a1-08
<8EngmuEQ.,uz 11_.IWO
§'E>~z\u° ¢<>§
Ql-
1 8Of-fb

LJ

1.IJ
z  O
. . |  z

I
I

_ P I m Q U) (D r- so UP ca1-
v' f"lT' ¢

T '
LD
F



r~
KD
m

I I

D
_.

noNN

Pu
q'
e~4_
N
N

Op*a*

3-,'

o
P*
vo
'=r
<11
cm

i.r.1'

4
9
EB
1-
auiv

in
m
W-
In
IN
m

1 -

w .
1"'

153
* "

CO_

3
' T

nr
an
@_
FLD
o
1-

a n
1FJ

4
D
N

in
to

8
8 51133

&1)wD
<

mr-
Q.
Q
1:
(D_
r-
r-

Ir-

c-J
nm

N
a n

C J
r -
1 -

Il°J_
u':
m

ea ea

N
ID
Q
l*-
L-
no
m
u'.l

an BE

v-
m
in
Q.
r~
9
<
m
1-hl Ur
9 *.

u; 1 I I N
N

o
G1-3

<9
4:
' j
D
<»:

8N
Q
Cr
3

E

8
r -
m

»'i
2'<1-

O N
23159I-D mulnnluXu.lll.IMU I U K
DU)B.U) ea HE 9 ea

I

!"
IO
41
"3
a
<

D
Q

r:»
we
ED

Q

_
D
q
LD

UD
Qo
8

D_
D
m
N

DD

o
q
no.*p

an ea ea Ia

I I I I 1-
Lm
et
N

ID
m_
Ru

51
Q
i t

a
<

ea 69 £45 A

I I I I

m

41:

(q
1-
ur
m

FT1-
'Q
m
Q
1--a

D
<

bl? $- ea 59

N
'D
|:
m
vi

I I I

3
N
Wt'
->
a
<

a
c>
c>
O
r-.
Lm

8c
ca?
l \
Io

Q# 64 ea he
o1
'T'

I- .
of:
no

no
1 -

}.__'

F)
:Q
'D

I I l m
i n

===e.
m s

-\
81
D

ea £8 ea

W
U
z
m
CID
LU
LL
L1J
a:

cm
up
(3
<
m
4 ~
n_n_

l - |-
UJLLI
_l_lDDOD
u.ILu

o
" >
t-
w_J
3
a
LU
OUP

v nm
~. n_
9, 9
I- r-
LU u..l_ I  . J
D  3
o  O
UJ UJ
O O
w e

:-

me

3o
.m.
Q

E 1
o
42

i:,.
r~l

cc:
N

J*
1'
u:
r~
cc

m
Lm

Ir-_
m
If)

ro
D
*i
m
'D

1-

f a 483 ea as
m
m

I I I I

' 3
D

L
:L

89 vo 89
9 *
==>
KD

c
"cu

d

c a

;<8 LJ

3 ca
E an

`D
a>

L: D

" ' :

E
3U

G
<
Sr.
z
o

m
4-1 1.-
C : c 4
m o

8

z
o
| -
D.
Cr
o
l.u
D

f -
L)
3
no|-cmZO
U

m

8
U]
| -
a
IJJ
no
<.>2 UJ>-2

<.J
D..
|-laZ

| -

88

3'\t¥l=¥'¢¥~*1¥l=4=l= 41:
| :

Lu
Q
>
m
w
VJ
Z
I -
z
___|
D.

TJJ
Q
>
lx
UJ
ro
E
| -
z
<_J
G.
t -
tit
z

m
(D
LU
Rf
LE
o
no

2
no
cc
o
3
Z
Q|-L)
3ofI*-U)z
O
U

_|
£3
O
I -

\.|.
o
9
4
_g
no
UJ
C)

4
6m

_ : 4

U]
Lt
VJ
o
D.
m
D
nr
LU
| -
w
2
M
LLI
2
O
l -
m
3
u

t -
UJ

o
O
3
a
Lu
ac
n :
lJJ
U.
UJ
D

_I
_I
LIJ
g
z
o
3
<
19
o
w
no
<

w

m
>-
m
O
L)
LU
L)
z
<
3
<.n
42
| -
M
Lu
o
O
w
8
| -
DI
D

ea 8
. 9  z
n .  3

4/1
>-
LLI
m
cm
<
>-
no
o

3
3
(3
LIJ
no

D
IJJ
x i
m
L u
u_
LU
D

1-

'é

9
IL go: -
3 :
8 8
o UI'

<
s Ra o
88 u28 z =QS Q &
3 4 u -
'm 8 8

5 8
: c '6

E t 4 3
4 < . : *

m-5 E in

E ; 2 ;
pa " 8Q _

O'9'"§§§8
38§3&9§

*E ,Q E ` o t } I u
8 8 8 8 t o _

3°""m 8<-3
4§ 2z~5"

E'gEU3Q§E§ ° "'¢ =8"m E g g x i
8 8 8 8 3 3 8 3

a s u a a
§E ' é E E E E

338  E88  E
3==83aa 8
< < 3 3 3 3 3 2
3 ID E 148 Ia E To

9"0

m
| -z
nuI Eu |-

=s8>: -a
353n."1ulEndo:
o1=\<ugly

12l-0<< 8 !
s D

H ztau
=l'"o
- i i i
E?-<
n . 1 _ E
< 9 2
D o - l h

LLIz O

I

\-_

2
Q
8
O
LU
no
D.
UJ
D
D
LJJ
r -
4
_|
D
E
3
O
<.>
<

(\| in 4 we (D

l~
LU
2

5
S
8
z
Q
| -
O
3
I -
ro2
O
u
Ll.
O
Q
<
g
m
z
Q
| -
3
9
E
>-
Z
o
L)

I\- no m

|-|-zUJE|-(DLu>
3
o

¥ 1-
N

_I
<
I ;
8
o
LD
E
:4
no
o
g
-D q

m
4
m

IJJ

<

(
o|-
If)



CHAPARRAL CITY WATER COMPANY, INC,
TEST YEAR ENDED DECEMBER 31, ZODB
OPERATING ADJ. #1 - TOTAL RCND UTiLITY PLANTIN SERVICE (UPI5)
AND ACCUMULATED DEPRECIATION

DOCKET no. w~n2113A-07-0s51
SCHEDULE TJC-15
SURREBU'ITAL TESTIMONY

Total Chaparral City Water RCND UPIS:

Line
No. Description Amoural

1
2
3

Chaparral City Waler Direct Plant Per Company
Chaparral City Water Direct Plant Per RUCO
RUCO's Direct Plant Adjustment

s 79.791 .440
76,741 ,731

s (3,049,709)

4
5
E

sChaparral city Water General Office Plant Allocation Per Company
Chaparral City Water General Office Plant Allocation Per RUCO
RUCO's General Office Plant Allocation Adjustment $

992,128
849,978

(142,150)

7
8
g

Total chaparral! City Water Gross RCN ups Per Company
Total Chaparral City Water Gross UPIS Per RUCO
Total RUCO Gross UPIS Adjustment

$ 80,7835558
77,591,709

s (3_191 359)

Total Chaparral city Water RCND Accumulated Depreciation:

'EO

11

1 2

Chaparral City Water Direct Plant Accumulated Depreciation Per Oompany
Chaparral City Water Direct Plant Accumulated Depreciation Per RUCO
RUCO's Direct Plant Accumulated Depreciation Adjustment

s 25,355,293
21,287,651
(4,llJ77,642)

13
14
15

Chaparral City Waler General Of'Hce Allocation of Accumulated Depreciation Per Company
Chaparral City Water General Office Allocation of Accumulated Depreciation Per RUCO
RUCO's General Office Allocation of Accumulated Depreciation Adjustment

529,393
463,180
(88,213)

76
17
to

Total Chaparral City Water Accumulated Depreciation Per Company
Tata\ Chaparral City Water Act:umu¥ateG Depreciation Per RUCO
Total RUCO Accumulated Depreciation Adjustment

25,894,686
21,75D,B30

$ [4,'143,856)

19 RUCO's Chaparral City Water Plant Adjuslment _ Net of Accumulated Depreciation $ 951,996 I

Suppering Schedules;
\TJC-4(aJScheduleslPages1-5\DirectP1anHAZ-CorpPlant\Cer:tralDivEsionPlan!\
Regarding RUCO's Eastern Div. treatment see Company response to RUCO DR 206

I



(119)$

Chaparral City Water Company
Test Year Ended December 31, 2006

RCND Rate Base Proforma Adjustments
Adjustment 1

DOCKET no. w-02113A-07-0551
SCHEDU LE TJc-16
SURREBUTTAL TESTIMONY

RQ¥}§._Direc§_plant Rounding Adiustrpgnt.

Company RCN Trended Direct Plant
RUCO RCN Trended Direct Plant
Rico Adjustment

SB 79,791 ,440
79,79t ,322

(118)

Increase (Decrease) to RCN Direct Piarlt $ (118)

Line
No
1
2
3
4
5

6
7
8

9
10
11
12
13

14
15
16

Company RCN Trended Direct Plant Accumulated Depreciation
RUCO RCN Trended Direct Plant Accumulated Depreciation
RUCO Adjustment

s 24,502,143
24,502,143

1

Increase (Decrease) to Accumulated Depreciation $

17
18

19
20
21
22
23
24
25

Net Adjustment

SUPPQRTING SCHEDULE
run_plant_corre<:t_RCN Factor Rounding.xls

1



$ (13,396)

Chaparral City Water Company
Test Year Ended December 31, 2006

RCND Rate Base Proforma Adjustments
Adjustment 2

DOCKET no. W-D2113A-07-0551
SCHEDULE TJC-17
SU RREBUTTAL TESTIMONY

RCN Direct Plant_-Qgrrect Account 304 Index Factor

Company RCN Trended Direct Plant - Account 304
RUCO RCN Trended Direct Plant - Account 304
RUCO Adjustment

'83 1 ,965,394
1,947,587

(17,807)

Increase (Decrease) to RCN Direct Plant $ (17,807)

Company RCN Trended Direct Plant Accumulated Depreciation - A/C 304
RUCO RCN Trended Direct Plan Accumulated Depreciation - A/C 304
RUCO Adjustment

$ 486,810
482,399

(4,411 )

Increase (Decrease) to Accumulated Depreciation $ (4,411)

Line
No.
1
2
3
4
5

6
7
8

g
10
11
12
13

14
15
16

17
18
19

20
21
22
23
24
25

Net Adjustment

SUPPORTING SCHEDULE
run_plant_correct_Acct 304_lr\dex.xls



Chaparral City Water Company
Test Year Ended December 31, 2006

RCND Rate Base Proforma Adjustments
Adjustment 3

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-18
SURREBUTTAL TESTIMONY

RCN Direct Plant - Remove Wells 8 84 9 - Out of Service

Company RCN Trended Direct Plant - Wells 8 8 9 from Account 307
RUCO RCN Trended Direct pram - Welts 8 & 9 from Account 307
RUCO Ad}ustment

$ 441 ,470

(441 ,4i0)

Increase (Decrease) to RCN Direct Plant 85 (441 ,470)

Line
No.
1
2
3
4
5

6
7
8

9
10
'I 1
12
13

14
15
LB

Company RCN Trended» Direct Plant Accumulated Depreciation - A/C 307
RUCO RCN Trended Direct Plant Accumulated Depreciation A/C 307
RUCO Adjustment

$ 150,254
(291 ,215)
(441 ,470)

Increase (Decrease) to Accumulated Depreciation s (441 ,470)
17
18
19

20
21
22
23
24
25

Net Adjustment l~35 (0)l

SUPPORTING SCHEDULE
run_plant_Remove Well 89.xls



0$

Chaparral CityWater Company
Test Year Ended December 31, 2006

RCN Rate Base Proforma Adjustments
Adjustment 5

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-19
SURREBUTTAL TESTIMONY

Line
No,
1
2
3
4
5

RC-ND Direct Plant;Ber[1ove Shea Water Treatment Plant 1 - Out of Service

Company RCN Direct Plant - Account 320
RUCO RCN Direct Plant - Account 320
RUCO Adjustment

$ 9,969,130
6,706,239-.

(3,.262,891 )

Increase (Decrease) to RCN Direct Plant $ (3,2B2,891)

Company RCN Direct Plant Accumulated Depreciation .. A/C 320
RUCO RCN Direct Plant Accumulated Depreciation - A/C 320
RUCO Adjustment

$ 2,695,725
(567,166)

(3,262,891)

Increase (Decrease) to Accumulated Depreciation $ (3,262,891}

6
7
8

9
10
11
12
13

14
15
16

17
18

19

20
21
22
23
24
25

Net Adjustment

SUPPORTING SCHEDULE
run__plant_Remove Shea Water Treatment Plant 1.xls



$ .7`7,625-

Chaparral City Water Company
Test Year Ended December 31, 2006

RCN Rate Base Proforma Adjustments
Adjustment FT

DOCKET no. W-02113A-G7-0551
SCHEDULE TJC-20
SURREBUTTAL TESTIMONY

RCRB Direct Plant - Remove Expensed Items and Capitalize

RUCO RCRB Direct Plant - Account 304
RUCO RCRB Direct Plant .. Account 311
RUCO RCRB Direct Plant - Account 339
RUCO Adjustment

$ 1 1 ,590
25,084
43,217
80,891

Line
No.

1
2
3
4
5
6

7
8

9
10
11

Increase (Decrease) to RCRB Direct Plant $ 80,891

Accept Company's Adjustment to Accumulated Depreciation 3,265

Increase (Decrease) to RCRB Accumulated Depreciation $ 3.265
12
13

14
15
16

17
18
19
20
21
22
23
24
25

Net Adjustment

SUPPORTING SCHEDULE
run_pfant_Remove Expensed Items 8< Capital ize fs



Chaparral City Water Company
Test Year Ended December 31, 2006

RCND Rate Base Proforma Adjustments
Adjustment 10

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-21
PAGE 1 of 2
SURRE BUTTAL TESTIMONY

General Office Plant Allocation - Plant-in-service

NARUC

Company
Trended

RCN Value
4 Factor

Allocation %

RUCO
4 Factor
Allocated

Trended RCN
16,452

1,089,237 30.499

9,379,730 262,632

(1 ,860)

1 ,055,-403
17,188,237

605,575

29.551
481.271

16.984

18.572

301
302
303
304
305
306
307
308
309
310
311
320
330
331
333
334
335
336
339
340
341
342
343
344
345
346
347
348

NARUC Description
Organization Cost
Franchise Cost and Other Intangible Plant
Land and Land Rights
Structures and Improvements
Collecting and impounding Res,
Lake River and Other Intakes
Wells and Springs
Infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Distribution Reservoirs 8. Standpipe
Transmission and Distribution Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Miscellaneous Equipment
Office Furniture and Fixtures
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant

663,298
15.358

634,172
260,818

2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%

17.757
7.303

$ 30,907,420 $ 865.408

Line
No.

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

Company Computed General Oftlce Plant
RUCO Computed General Office Plant

$ 992.128
865.408

Increase (Decrease) to Plant -in-service (126,720)

SUPPORTING SQHEDULE
run_plant_corre(;t_RCN Factor Roundfngxfs



Chaparral City Water Company
Test Year Ended December 31, 2006

RCND Rate Base Proforma Adjustments
Adjustment 10

DOCKET no. w-02113A-07-0551
SCHEDULE TJC-21
PAGE 2 of 2
SURREBUTTAL TESTIMONY

Geraeral_ ce Plant Allocation - Accumulated Deprqciqtion

NARUC
4 Factor

Allocation %

4 Factor
Allocated

Trended RCN
Acc um. Dellr.

Company
Trended

RCN Value
Acc um. Dear.

3,046
211,596

85
5,925

3,805,726 106.560

202,477
10,437,484

608,574

5,669
292,250

16,984

30 T
302
303
304
305
306
307
308
309
310
311
320
330
331
333
334
335
336
339
340
341
342
343
344
345
346
347
348

NARLlC Description
Organization Cost
Franchise Cost and Other Intangible Plant
Land and Land Rights
Structures and Improvements
Collecting and lmpoundirig Res.
Lake River and Other Intakes
Wells and Springs
Infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Distribution Reservoirs 8 Standpipe
Transmission and Distribution Mains
Services
Meters
Hydrants
Backtiow Prevention Devices
Other Plant and Miscellaneous Equipment
Office Furniture and Fixtures
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant

314.752
15,352

634,162
260,818

2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.B0%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%

8,813
430

17,757
7,303

$ 16,491,99i $ 461,776

Line
No.

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
15
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

Company Computed General Office Accumulated Depreciation
RUCO Computed General Office Accumulated Depreciation

$ 529,393
461,776

Increase (Decrease) to Accumulated Depreciation $ (67,617)



$ (16,837)

Chaparral City Water Company
Test Year Ended December 31, 2006

RC-ND Rate Base Proforma Adjustments
Adjustment 11

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-22
SURREBUTTAL TESTIMONY

RUN Ge_nz;ral Office Plant - Remove Post Test Year Plant

Company RCN Trended 2007 Post Test Year Plant - Account 303
Company RCN Trended 2007 Post Test Year Plant .. Account 340

$ 159,087
392,121

Total Company Post Test Year - General Office Plant 551,208

4-Factor Allocator 280%

Increase (Decrease) to RCN General Office Plant s (15,434)

Company RCN Trended GO Plant Accumulated Depreciation
RUCO RCN Trended Direct Plant Accumulated Depreciation
RUCO Adjustment

35 16,491,997
16,542,128

50,131

Chaparral General Office Plant Allocator 2.80%

Increase (Decrease) to Accumulated Depreciation $ 1 ,404

Line
No.

1
2
3
4
5
5
7
8
g

10

11
12
13
14
15

16
'17
18
19
20

21
22
23

24
25

Net Adjustment

SUPPORTII§{§3 SCHEDULE
run_go_plant_Remove PTY plant Adj.xls

I

J



Chaparral City Water Company
Test Year Ended December 31, 2006

RCND Rate Base Proforma Adjustments
Adjustment 13

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-23
SURREBUTTAL TESTIMONY

RCN Geneggl Office Plant - Adiust AIAC RCN Factor Bola_nce

Company RCN Trended AIAC Balance
RUCO RCN Trended AIAC Balance

$ (10,231 ,7e0)
(10,122,247)

Difference in Acc um. Deere. - Line 7 minus Line 4 (109,513)

Line
No.
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Increase (Decrease) to RCN AIAC Balance s (109,513)

SUPP_ORTING SCHEDULE
SCHEDULE TJC-2



Chaparral City Water Company
Test Year Ended December 31, 2006

RCN Rate Base Proforma Adjustments
Adjustment 14

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-24
SURREBUTTAL TESTIMONY

RCN Commutation of CIAC Balance

Line
No.
1
2
3
4

Company CIAC Eaiance Per OCRB Schedule TJC-2

RUCO CIAC Balance Per OCRB Schedule TJC-2

$

s

(s,119,1291

(6,120,652)

1.523Increase (Decrease) to OCRB CIAC Balance

RUCO RCN CIAC Trended Factor 1.5437.

5
6
7
8
9
10
11

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

Increase (Decrease) to RCN GIAC Balance $ 2,351

Reference:
SCHEDULE TJC-2
Line 17 and 19 utilizes amortization rate authorized in Decision No. 88175
per Bourassa Rebuttal Schedule c-2, page 2.



Chaparral City Water Company
Test Year Ended December 31, 2008

RCND Rate Base Proforma Adjustments
Adjustment 15

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-25
SURREBUTTAL TESTIMONY

Remove Deferred Requlatorv Asset8r3d__EIag_e 1/2 in UPIS - Additional_§3AP_/Allocation

Company Deferred Regulatory Asset 33 1,280,000

Line
No.
1
2
3
4
5
6
7

RUCO Adjustment (1 ,280,000)

Increase (Decrease) to RCN Rate Base $ (1 ,280,000)



CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2006
RATE BASE ADJ. #16 - WORKING CAPITAL ADJUSTMENT
WORKING CAPITAL ADJUSTMENT SUMMARY

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-25
PAGE 1 OF 15
SURREBUTTAL TESTIMONY

LINE
no. DESCRIPTION AMOUNT

1
2
3

$Cash Working Capital per Company
Cash Working Capital per RUCO
RUCO Adjustment

(100,122)
(100.122)

4
5
6

Materials 81 Supplies Inventories per Company
Materials 8. Supplies Inventories per RUCO
RUCO Adjustment

$ 14,521
14,521

7
8
g

Prepayments per Company
Prepaymermts per RUCO
RUCO Adjustment

$ 192,485
192,485

10 Total Working Capital Adjustment $ (100.122)I

REFERENCES:
Lines 1, 4, and 7: Company Schedule B-1, Page 1
Line 2: See RUCO Schedule TJC-29, Page 2 of 14
Line 10: Line 3 + Line 6 + Line 9

I



6.47

l $ (10G.122>1

CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2006
RATE BASE ADJ. #16 . WORKING CAPITAL ADJUSTMENT
LEADILAG CALCULATION

DOCKET no. W-02113A-D7-0551
SCHEDULE TJC-26
PAGE 2 OF 15
SURREBUTTAL TESTIMONY

(A) (B) (C) (D) (E)

LINE
no. DESCRIPTION

EXPENSES
PER

COMPANY
RUCO

ADJUSTMENTS

RUCO
ADJUSTED
EXPENSES

RUCO
(LEAD)/LAG

DAYS
RUCO

$ DAYS

1 SALARIES and WAGES s 969.244 s 969,244 12.00 s

2 PURCHASED WATER B21 ,47D I

3 PURCHASED POWER

(10,186)

11,619 *

(36.88)

3505

4 CHEMICALS *

5 REPAIRS & MAINTENANCE [43,217) *

(50.91)

30.00

ET OFFICE SUPPLIES & EXPENSE * 22.70

7 OUTSIDE SERVICES * 29.09

B WATER TESTING * 15.72P

(109,049)

(17,828)

B14,GD1

127,457

61,392

19,800

157,495

25,638

g TRANSPORTATION EXPENSES * 30.00

10 INSURANCE . GENERAL LIABILITY

831,656

602,982

127,457

104,609

19,800

266,544

43,458

70,430

(1,294)

70,430

[1294) * 30.00

11,630,928

(30,295,639]

21 .544.177

(6,488,529)

1,841 ,760

449,550

4,581 ,765

402,954

2,112,900

(38,820)

11 RENTS 0,00

12 MISCELLANEOUS EXPENSE 3B,154 30.0D

13 TAXES OTHER THAN INCOME 75,62

14 PROPERTY TAXES * 212.50

15 STATE INCOME TAXES * 62.65

16 FEDERAL INCOME TAXES

1,259,945

47,873

295,813

48,745

221 ,275

1,29B,112

47,873

218,089

163,557

742v800 3750

17 INTEREST

(771724)

114,912

5211525

(55,249) 312,488 * 90.00

48 TOTAL OPERATING EXPENSES

367,737

s 5,275,277 s 372,974 s 5,649,251

38,943,360

3,620,156

46,343,687

10,253,093

27,854,986

28,123.944

$ 160,880,473

19 EXPENSE LAG 28.48

20 REVENUE LAG 22.01

21 NET lAG

22 CASH WORKING CAPITAL

*

NOTE
RUCO RECOMMENDED LEVEL OF CASH WORKING CAPITAL EXPENSES



ARIZONA-AMERICAN WATER COMPANY
TEST YEAR ENDED DECEMBER 31, 2006
RATE BASE ADJ. #16 . WORKING CAPITAL
REVENUE LEADILAG ANALYSIS

DOCKET no. w-02113A-07-0551
SCHEDULE TJC-25
PAGE 3 OF 15
SURREBUTTAL TESTIMONY

(A) (B)
sERvu:E PERIOD

(C) (D) IE) (F) (G) (H) (I) (J)

LINE
no. BEGINNING ENDING

MID-POINT
SERVICE
PERIOD BILL DATE

BILLING
LAG DUE DATE PAY LAG

REVENUE
LAG DAYS

AMOUNT
OF BILL

RUCO
s DAYS

3/112006
3/1 /2006
3/1 [2006
3/1 /2006
3/1 /2006
3/1/2006
3/1/2006
3/1 f20()6
3/1/2006
3/1/2008
3/1/2006
3/1 /zoos
311 /2005
3/1 /2006
3/1/2006

3/31/2006
3/31/2006
3/31/2005
3/31/2006
3/31 /2006
3/31/2006
3/31/2006
3/31/2006
3/31/2006
3rzw2oo6
3;'_8112005
3/31/2006
3/31 /2006
313112006
3/31/2006

15.00
15.00
15,00
15.00
15.00
15.00
15.00
15.00
15.00
15.00
15.00
15.00
15.00
15.00
15.00

3/14/2005
3f21f2005
3M4/2006
3/22/2008
3/22/2006
3/20/2006
3H3/2006
3/13/2006
3/6/2006

3/14/2006
3/2112005

3/3/2006
3f7/2005

3/" 5/'ZDOB
3!22/2006

-1?.00
-10.00
- m o o

-9.00
-9_D0

-11 .00
.18.00
-18.00
-2500
-17.00
-10.00
-28.00
-24.90
-16.00
-9.00

4/4/2006
4/11 /2006

4,'4/2005
4/12/2006
4/12/2006
4/1 D/ZDOB

4/3/2005
4/3f2006

3/27/2006
4/4/2005

4111/2006
3/24/2006
312B12006
4/5/2006

4/'i2/2006

21 .00
21 .00
21.00
21 .00
21 .OD
21 .00
21 00
21.00
21 ,W
21 .00
21 .DO
21 .00
21 .00
21 .OD
21 .00

19.00
26.00
19.00
27.00
27.00
25.00
18.00
18.00
11 .00
19.00
25.00

B.00
12.00
20.00
27.00

$ 34.07
2B.57
25.82
25.82
25.82
31.33
52.24
82,49
52.24
57.74
41 .22
63.23
41 .22

301 .83
549.88

s 647
743
491
697
B97
783
940

1,485
575

1,097
1.072

505
495

6,037
14,845

$ 1,414 $3 31,110

1
2
3
4
5
B
7
8
9
10
11
12
13
14
15
16
17
LB
l g

20 RUCO REVENUE LAG DAYS lL 22.091

REFERENCES:
15 Chaparral City Water Bills



CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2005
RATE BASE ADJ. #15 _ WORKING CAPITAL
INTEREST EXPENSE (LEAD)lLAG ANALYSIS

DOCKET no. w-0z113A-0T-0551
SCHEDULE TJC-28
PAGE 4 OF 15
SURREBUTTAL TEST1MONV

(A) (5)
SERVICE PERIOD

(C) (DJ [E) (F) (G)

LINE
N O BEGINNING

MID-POINT
SERV)CE
PERIOD

PAYMENT
DATE

PAYMENT
[LEAD)lLAG

PAYMENT
AMOUNT

DOLLAR
DAYS

1

DESCRIPTION

Bond due 2007 ww2oos

ENDING

12/31/2006 7f2/2006 6130/2005
12/3112006

(2.00)
1B2.00

175%
1.75%

s (0)
3

2 Bond due 2011 1/1/2008 12/31/2005 7/2/2005 6/30/2006
12/31/2006

(ZOO)
1B200

7.25%
7.28%

(0)
13

3 Bond due 2022 1/1/2006 12/31/2006 7/2/2006 6/30/2006
12/31/2008

(2.00)
1B2.DD

33.58%
33.58%

(1)
61

A Bond due 2022 U1/2006 12/31/2006 T/2/2006 5/30/2005
12/31 /2006

(2.00)
182.00

739%
7.39%

(0 )
13

5 TOTAL PAYMENTS a DOLLAR DAYS 10000% s 90

6 INTEREST EXPENSE LAG DAYS 90.00



212.50

CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2006
RATE BASE ADJ. #16 - WORKING CAPITAL
PROPERTY TAX LAG DAYS ANALYSIS

DOCKET NO. w-02113A-07-0551
SCHEDU LE TJC-26
PAGE 5 OF 15
SURREBUTTAL TESTIMONY

(A) (B)
SERVICE PERIOD

(C)

LINE
NO, ENDING

12/31/2005

MID-POINT
SERVICE
PERIOD DUE DATE

EXPENSE
LAG DAYS

1

2

BEGINNING

1/1/2005 7/1/2005 10/31 /2005
4/30/2006

61.00
151.50

3 TOTAL PROPERTY TAX LAG DAYS

(D) (E)



37.50

CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2006
RATE BASE ADJ. #15 - WORKING CAPITAL
CALCULATION OF FEDERAL INCOME TAX LAG

DOCKET NO. W-02113A-07-0551
SCHEDULE TJC-26
PAGE 6 OF 15
SURREBUTTAL TESTIMONY

UNE
no.

(A)
PAYMENT

DATE

(B)
SERVICE
PERIOD

MIDPOINT

(C)
(LEAD)/LAG

DAYS X

(D)
PAYMENT
AMOUNT

(E)
DOLLAR

DAYS

1 25.00%

2

3

04/15105

06/15/05

09/15/05

12/15/05

07/01/05

07/01/05

07/01/05

(77.00)

(18.00)

76,00

25.00%

25.00%

(19.25)

(4.00)

19.00

4 07/01/05 167.00 25.00% 41.75

5 TOTALS 100.00% 37.50

6 INCOME TAX LAG



62.65

CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2006
RATE BASE ADJ. #16 _ WORKING CAPITAL
CALCULATION OF STATE INCOME TAX LAG

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-28
PAGE 7 oF 15
suRREBu1'rAL TEST1MONY

LINE
no.

(A)
PAYMENT

DATE

(Bl
SERVICE
PERIOD

MIDPOINT

(C)
(LEAD)/LAG

DAYS X

(D)
PAYMENT
AMOUNT

(E)
DOLLAR

DAYS

1 22.50% s (17)

(4)

17

2

04/15/99

06/15/99

09/15/99

07/01/99

07/01/99 22.50%

22.50%3

(77.00)

(16.00)

76.00

4 167700 38

5

12/15/'99

04/15/00

07/01/99

07/01/99

07/01/99 289.00

22.50%

10.00% 29

6 TOTALS 1 .00 62.65

7 INCOME TAX LAG

Q



CHAPARRAL cITy WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2006
RATE BASE ADJ. #16 . WORKING CAPITAL
OUTSIDE SERVICESEXPENSE LEADfLAG ANALYSIS

DOCKET NO, W-02113A-07-0551
SCHEDULE TJC-25
PAGE 8 OF 15
SURREBUTTAL TESTIMONY

TA) (8)
SERVICE PERIOD

(c) (D) (E) (F) (G)

LINE
no. DESCRIPTION BEGlNNlNG ENDING

MID-POINT
SERVICE
PERIOD

PAYMENT
DATE

PAYMENT
(LEAD)/LAG

PAYMENT
AMOUNT

DOLLAR
DAYS

1
2
3
4
5
6

TNT Technology Cu.
NYE Tm Landscape
Quadra
TMV
Workplace Safety
Fennemore Cralg

12/18/2006
11/112005
2/6/2005
5/1/2005

9/23/2005
711»'2008

12/24/2005
11/30/2005
2/10/2006
5/31/2006
9/30/2005
7/3112006

12/21 /2006
1 v15/2005

218/2006
5/16/2005
912Gf2005
7116/2006

1/25/2007
12/30/2005
2/23/2005
B/15/2006
9/29/2005
8/21/2006

35.00
44.50
1500
3000

2,50
36.00

$ 1,060
22,875
35,433

500
244

21 ,221

$ 37.100
1,017,938

531,495
15,000

510
783,956

T Total S BI ,333 s 2,355,099

B LeadlLag Days l 29.09 I



CHAPARRAL CITY WATER CDMPANY, INC.
TEST YEAR ENDED DECEMBER 31, ZDDS
RATE BASE ADJ. #16 . WORKING CAPITAL
PURCHASED P0WEREXPENSE LEADILAG ANALYSIS

DOCKET no. W-82113A-07-0551
SCHEDULE TJC-2G
PAGE g OF 15
SURREBUTTAL TESTIMONY

(A> [3]
SERVICE PER1OD

(C) (D) (E) (F) {G.1

LINE
NO. DESCRIPTION

APS:
BEGINNING ENDING

MID-POINT
SERVICE
PERIOD

PAYMENT
DATE

PAYMENT
(LEAD)/LAG

PAYMENT
AMOUNT

DOLLAR
DAYS

t
2
3
4

Jan-OB
Dec-o7
Nov-07
om-n7

12/11/2007
11/8/2007

10/1012007
BH1/2007

1/9/2008
12/11/2007
11/8/2007

10/10/2007

12/25/2007
1 1/24/2087
10/24/2007
9/2512007

1/31/2008
12/3112007
1180/2007
10r29/2007

38.50
36.50
38.50
3350

s 17,135.95
222160.38
29,886.99
30,158.30

s 625,499
808,854

1,090,875
1,010,303

5 Total 99,342.52 3,535,530.73

6 LeadlLag Days 35,59 I

SRP:
7
B
g
10

Dec-07
Oct-u7
Sep-07
Aug-07

15.5
15

1G,5
15

23.5
21

15.5
13

39.00
36.00
33.00
28.oo

s 1B,238.l/5
13_647.95
13,996,67
12,379.76

$ 711 .311
491 ,325
461,890
346,633

11 Tolal $ 2,011,181

12 LeadlLag Days

$ 58,263,13

34,52 1

13 Average LeadlLag Days

I

I I
l

35.05



12 Days

CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2006
RATE BASE ADJ. #16 1 WORKING CAPITAL
CALCULATION OF STATE INCOME TAX LAG

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-26
PAGE 10 OF 15
SURREBUTTAL TESTIMONY

LINE
NO.

<A)
SERVICE
PERIQD

(B)
SERVICE
PERIOD

MIDPOINT

(C)
PAY

DATE

(D)
LAG

DAYS

1 14 Days 7 Days 5



CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2006
RATE BASE ADJ. #16 _ WORKING CAPITAL
TAXES OTHER THAN INCOME

DOCKET no. w-02113A-07-0551
SCHEDULE TJC-2B
PAGE 11 OF 15
SURREBUTTAL TESTIMONY

LINE
NO.

(A)
SERVICE
PERIOD

(B)
SERVICE
PERIOD

MIDPOENT

(C)
PAY

DATE

(D)
LAG
DAYS

1 91 .25 Days 45.62 Days 30 75.62



CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, zoos
RATE BASE ADJ. #16 . WORKING CAPITAL
OFFICE SUPPLIES EXPENSE LEAD/LAG ANALYSIS

DOCKET NO. W-02113A-07-0551
SCHEDULETJC-26
PAGE 12 OF 15
SURREBUTTAL TESTIMONY

(A) (B)
SERVICE PERIOD

(C) (D) (E) (F) (G)

BEGINNING
PAYMENT

(LEAD)lLAG
PAYMENT
AMOUNT

$

LINE
no.

1
2
3
4
5
B
7
8
g

10
11
12
13
14
15

DESCRIPTION
Iron
Iron
Iron
Robertson Consulting
Robertson Consulting
Laser Pros
OPAC5
Laser Pros
OPACS
OPACS
OPACS
OPACS
Pitney Bowes
OPACS
Network Supply Resource

11/89005
swfzooe
BJBIZDDE
7_r6,l2008

sfzsrzoo6
1/23/2005

vs/zoos
9/19/2005
1|'2DI2D05
5/12/2006
7/28/2005

8mzoos
8/24/2006
9/22/2006
9/12f2006

ENDING
2/8/2005
8/8/2008

11/8/2006
7/24/2005
9/22/2006
1/25/2006
2/8/2DDB

9/20/2008
2/19/2006
5/11/2008
8/27/2006
9/5/2008

8/30/2006
10/22/2006
10/23/2006

MID-POINT
SERVICE
PERIOD
1824/2005
6/23/2005
9/23/2006
7/15/2006
9/5/2008

1/24/2006
1/24/2E\DE
9/19/2006
W4-/2006

5/27/2005
B/12/2006
B/22/2006
B/27/2006
10/7/2006
10/2/2006

PAYMENT
DATE
2/18/2006
8/18/2006

11/15/2008
7/24/2006
9/222005
1/26/2008

we/2005
9/20/2005
2/1912008
SH 1/2006
8/27/2008
9/6/2006

als0/2006
10/22/2006
10/23"2006

55.00
56.00
56.00
9.00

14.00
1.50

15.00
0.50

t5.0o
15.00
15.00
15.00
3.00

15.00
20.50

350.9B
336.79
382.83
300.00
725.89
150.85
395.01
139.26
450.07
178,54
309.78
338.59
189.99
175.70
298.00

s

DOLLAR
DAYS

19.655
18.860
21,48
z,7oo

10,162
241

5,925
70

6.901
2,678
4.647
5.079

570
2.536
5,109

5 Total 4.74228 107,671.29

8 Lead/Lag Days 1 22.70 I



CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2008
RATE BASE ADJ. #16 -WORKING CAPITAL
WATERTESTING EXPENSE LEADILAG ANALYSIS

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-26
PAGE 13 OF 15
SURREBUTTAL TESTIMONY

TA) (B)
SERVICE PERIOD

(C) {13) (E) (F) (G)

PAYMENT DOLLAR
DAYSBEGINNING ENDING

MID-POINT
SERVICE
PERIOD

PAYMENT
(LEAD)/LAG

PAYMENT
AMOUNT

$

Lr:vE
N O

1
2
3
4
5
6
7

DESCRIPTION
Del Mar Analytical
Do Mar Analytical
Test America
Water Trap
MWH Laboratories
MWH Laboratories
Test America

6/15/2006
2/2B12006
8/14/2006
1/1712086
1/24/2006
1/24/2005
8/14/2005

'r'/17/2006
3/30/2006
El/13I2IJDB
2118/2006
321/2006

2/13/200B
911 s/z0oe

777/2006
3/15/2008
B/29/2006

2/2/2005
2/11/2006

2/3/2006
8/29/2008

DATE
7M7/2005
3/30/2005
9/13/2008
2/18/2006
311/2005

2/13/2006
9/13/2005

16,00
1500
15.00
16.00
18.00
10.00
15.00

1,B00.00
1,BOD00
4.45056
4,205.52
1,865.00

130.00
1_020,DD

$ 28.800
27,000
581758
67,290
33,570

1 ,sao
15,300

5 Total 155271.1 B 240,018.33

B LeadHLag Days l 15.72 l



CHAPARRAL clTy WATER COMPANY, Inc.
TEST YEAR ENDED DECEMBER 31, 2005
RATE BASE ADJ. #18 . WORKING CAPITAL
CHEMICAL EXPENSE LEADILAG ANALYSIS

DOCKET NO. W-D2113A-DT-0551
SCHEDULE TJC-26
PAGE 14 OF 15
SURREBUTTAL TESTIMDNY

(A) (B)
SERVICE PERIOD

(C) (D) (E) (F) (Q)

PAYMENTLINE
NO.
.1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21

DESCRIPTION
HIII Brothers
Hill Brothers
Hill Brothers
Hill Brothers
Hill Brothers
Hill Brothers
Hill Brothers
Hill Brothers
Hill Brothers
Hill Brothers
Hill Brothers
Hlll Brothers
Hill Brothers
Hill Brothers
Hill Brothers
Hill Brothers
Hill Bmlhers
NTU Technologies
NTU Technologies
Thatcher
Engineered Sales

BEGINNING
12/8/2005
1/9/2006

1/19/2006
2/2/2006

Z13/2005
2/24/2006
3/8/2006

3/24/2006
4/6/2006

4117/2006
5/3/2008

5/10/2006
5/1 T/2005
5/31 /2008

6/6/2006
6/14/2006
6/23/2006
2/23/2008

8/3/2006
1/1/2008
1/1/2005

EnDING
1/9/2006

1/19/2006
2/2/2006

211312006
82412006

3/8/2005
312412006

4/6/2005
4/17f2006

5f3/2006
5/10/2005
5/17/2006
s1a1 /2006

61612008
8/1412006
6/23/2005
58012008

813/2006
12n'141'2006
12/31/2008
72/31/2008

F l o - p o l n T
SERVICE
PERIOD
12/24/2005

1/14/2006
1/26/2006

217/2008
m s / 2 0 0 6

3/2/2006
3116/2006
3/3D/2006
4/11/2008
4/25/2006

5./E/2006
5/13/2006
5/24/2006

B/3/2005
6/10/2006
6/18/2006
6/25/200B
5/14/2005
10/8/2005

7/2/2DDB
7/2/2008

DATE
1/7/2006
21B/2006

2/18/2006
3/1/2006

3/12/2006
3/23/2006

4m 2006
4/23/2005

5/5/2006
sms/2006

6/2/2006
6/912005

B/15/2006
613D/2006

7/5/2008
7/1312005
7/22/2006
3/22/200B

9/2/2006
1/31 I2DDE
1/31/2008

PAYMENT
(LEAOYLAG

14.00
25.00
23.00
21.50
2 1 5 0
21,00
22.00
2 3 5 0
23.50
21.00
25.50
2B.50
23.00
27.00
25.00
24.50
25.50

(53550)
(36.50)

[152.0D)
[152.00)

PAYMENT
AMOUNT

$ 1,513,DQ
1,405.00
1,40E,OD
1,406.00
1 _s20.00
1,4D8,0D
1,4DB.00
1,405.00
1,820.00
1,62000
1,299.00
1,B20.DD
1,620.00
2,155.00
2,155.00
2,155.00
2,155.00

14.229B0
13,261 50
Z1 ,065.97

1,000.91

s

DOLLAR
DAYS

21,1B2
35,159
32,338
30,229
34,530
29,526
30,932
33,041
3B_0'70
34.320
34,424
42,930
37.250
58,185
53,575
52,798
54,953

(761 ,2B4)
(4B4,D4B)

{3,2D2,1l/9)
(153,354)

22 Total 77,535.08 (3,947,124,26)

23 LeadILag Days I (50.91 I1
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CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER al, zoos
OPERATING INCOME - TEST YEAR AND RUCO PROPOSED

DOCKET no. W-D2113A-07-8551
SCHEDULE TJC-27
SURREBUIITAL TESTIMONY

(A) (8) (D) (E)

LINE
NO. DESCRIPTION

COMPANY
TEST YEAR

AS FILED

RUCO
TEST YEAR

ADJUSTMENTS

(C)
RUCO

TEST YEAR
AS

ADJUSTED

RUCO
PROPOSED
CHANGES

RUCO
RECOMMENDED

REVENUES - WATER:

1 WATER REVENUES $ 7,364,411 s 58,310 s 7,422,721 s 1,144,478 $ 8,587,199

2 UNMETERED WATER REVENUES

3 OTHER VV/#TER REVENUES

4 TOTAL REVENUES

52,289

$ ?.446.700 s 58.310

B2,2B9

$ 7,505.010 s 1,144,4/8 S

82.289

8,649,488

5
OPERATING EXPENSES:

SALARIES AND WAGES $ $ $ $ 969.244

G PURCHASED WATER

7 PURCHASED POWER

(301186)

11,619

B CHEMICALS

969,244

821,470

614,601

127,457

821,470

814,601

127,457

9 REPAIRS AND MNNTENANCE (43,217)

10 oFFloE SUPPLIES AND EXPENSE

11 OUTSIDE SERVICES

WATER TESTlNG12

969,244 s

831,656

602,982

127,457

104,509

19,800

2661544

43,458

(109.049)

[17,82D)

61,392

19,a00

157,495

25,638

61.392

19,800

157,495

25,638

'13 RENTS

14 TRANSPORTATION EXPENSES

INSURANCE - GENERAL L1AE:IL:TY

70,430

15

70,430

(1294) (1294]

70,430

(1294)

16 INSURANCE . HEALTH AND LIFE

'i`l' REG. COMM\SSION EXP. - RATE CASE 93,333

LB MISCELLANEOUS EXPENSE

19 DEPRECIATION a AMORTiZATION EXP.

l51,53B]

35,154

(87,021)

2D AMORT. OF GAIN ON WELL

1 ,29B,1 12

1 540,998

(75,000)

93,333

1,29a,112

1,540,998

(75,000)

21 AMORT OF CAP (54,000)

22 TAXES OTHER THAN INCOME

PROPERTY TAXES

47,873

23 21a.0a9

24 INCOME TAXES

(77,724)

194,666 464,686

47,873

218,089

906,455

25 TOTAL OPERATlNG EXPENSES

26 UTILITY OPERATING INCOME

144,871

1,259,948

1,S08,019

(76,000)

54,000

47,873

295,813

270,020

s 8,549,430

$ 797,270

s

s

(19Ei,1D5}

254,416

$ 5,453,324

$ 1.051.686

$

$

441,771

441,771

702,707

s

$

8,835,094

1,754,393

REFERENCES'
COLUMN (A)1 CO. SCH. C-1
COLUMN (B): SCH. TJC-31
COLUMN (G): COLUMN (Al + COLUMN la;
COLUMN (DJ: SCH. TJC-1, PAGE 1 OF 2
coLumn (E): t:OLUMN [cl + COLUMN (D)
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CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBEK 31, 2006
OPERATING ADJ. #1 . DEFRECIATION AND AMORTIZATION EXPENSE

LINE
NO

General Office plan! Allocated
201 Organization Cost
302 Other lnfangible Plant
304 Slruciures and improvements
31 1 Electric Pumping Equipment
339 Other Plant Ami Miscellaneous Equipment
340 office Fumiiure and Fixtures
341 Yiansportalion Equipment
343 Tools and Work Equipment
344 Labcieiory EqWpmen!
345 Power Opezaied Equipment
346 Cnmmunimtiorss Equipment

ACCT
NO.

391
302
303
304
305
306
307
308
309
310
311
325
330
331
333
334
325
336
339
340
341
342
3-43
344
345
346
347
348

Organization Cost
Franchise Cost and Other Intangible Plant
Land and Lanes Rights
Stmclures and Improvements
Collecting and Impounding Res
Lake River and Giver Intakes
wells and Springs
lnfittialion Galleries and Tunriete
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Distribution Reservoirs 8 Standpipe
Transmission and Distribution mains
Services
Meters
Hydiants
Backflow Prevention Devices
Other plant and Miscellaneous Equipment
Office Furniture and Fixtures
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Cammunirations Equipment
Mtscellanequs Equipment
other Tangible Plant

Less; Amortization ofConlribulions -Year End Bal.

TOTAL DIRECT PLANT IN SERVICE

TQTAL GENERAL OFFICE PLANT ALLOCATION

PLANT ACCOUNT NAME

cA)
ADJUSTED
TEST YEAR
BALANCE

PER COMPANY

s

35

Per Cnmuany
528

1,506,906
7,7B3,50D
8,170,429

17,450,634
7,389,930
2,725,673
1,171,633

51_D53.253

395,920
1 ,518,64B

6.548

1 £10,687
270,359
535,315

5,288,097

332,055

39.105
1135_542

27v201
45B,027

17,742
13.021

130
e,oo1
5,315

716,236

149,365

1 B6,270

R u c k
ADJUSTMENTS

s

s

Cwracl for
4 Factor Allow.

*
(2,255)
(1,563)

U? ]
[11022)

(6791

o
(2,D1D.923)

6.547
D

(0)
(0)
(1)

(1,-117576)

(B)

[1D7,412)

IU)
(106,542)

34,063

605.937
10,994

0

149,760
(1)
0

(23_?9i
(26)

_{3,474]

G44
IQ?)

0

1

S

s 49,635,677

Ru c k
ADJUSTED
BALANCE

RICO
£LM=\8

451
26,044

182,479
(261

23,727
388.546
15,476
11,358

114
6,979
4.636

1,506,908
5.752.577
8,1788987

17,450,634
7,389,930
2,725,573
1,171_B33

B11 ,B57
1529.642

B,54a

1,750,447
270,358
535,315

[Cl

224,853

639.794

149,365

39,195

34,053

DOC KEr no. w-u2113A-07-0551
SCHEDULE TJC-29
SURREBUTYAL TESTIMONY

COMPONENT
DEPRECIATION

RATES

(D)

0.00%
0.00%
0.00%
3,33%
2.50%
2.50%
333%
6.57%
2.00%
5.00%

12ND%
3.33%
2.22%
20D%
333%
B.33%
2.00%
567%
557%
567%

2DD0%
4.W%
5.50%

10DD%
5.30%

1GW%
18.00%
0.DD%

0.00%
0.00%
3.33%

12.50%
3.33%
6.67%

20.00%
5.00%

10.00%
5.00%

10.00%

1$

(E)
RUCO

RECOMMENDED
DEPRECIATION

EXPENSE

s

s

s

1.719.510

(211,285)

188,354
1911581
181,528
34 .013
24B.085
227,049
23,433

117,422
18,033

1D7.D63

50,931
164

5.417
(3)

79a
25.915

32.693

3.920

7,481

'r,4sB

588
11

Fully Depreciated
Fully Depnaciated

FLIHY Depreciate

Tolal Depreciation Extaense $ 1,540.998

$ 1,808,079Adjusted Teal Year Depreciation Expense

Increase (Decrease) in Depreciairon Expense s (67,021)

1
2
3
4
5
6
7
B
9
10
11
12
13
14
15
16
17
18
TO
20
21
22
23
24
25
be
21
28
29
30
31
32
33
34
35
38
37
:as
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57 Adjuslmenl lo Revenues and\or Expenses s 161021)

Note: Column B, line 36 and 4,0 adjustslor both they Factor AIIocaIor(2B%)and Remove! of$159,0B7 and 5392,121 of Post Test Year Piano in Account 303 and340 respectively
§4;Amor1izallon Rate approved in Commission Decision No. 68175.



(77,724')llI s

CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2006
OPERATINGADJ. #2 . PROPERTY TAX EXPENSE

DOCKET NO. W-02113A~07-D551
SCHEDULE TJC-30
SURREBUTTAL TESTIMONY

LINE
no, DESCRIPTION AMOUNT

$

REFERENCE

1
2
3

REVENUES - 2004
REVENUES . 2005
RUCO PROPOSED REVENUES

6,544,219
7,019,051
8,649,488

COMPANY SCHEDULE E-1
COMPANY SCHEDULE E~1
SCHEDULE TJC~30

4 TOTAL $ 22,212,758 SUM LINES 1, 2. 8< 3

5
5
7

3 YEARAVERAGE
MULTIPLIER FOR REVENUES (2 x LAST 3 YRS. AVERAGE REVENUE)
REVENUES FOR FULL CASH VALUE

$ 7,404,253
x 2_

$ 14,808,505

LINE 4/3 YEARS
ADOR VALUATION FACTOR
LINE 5 x 2 {MULTIPLIER FOR REVENUES)

8 $

g

10

11

12

13

14

15

ADD: 10% OF CWIP BALANCE

LESSee NET BOOK VALUE OF VEHICLES

FULL CASH VALUE

ASSESSMENT RATIO

ASSESSED VALUE

PROPERTY TAX RATE

PROPERTY TAXES PAYABLE PER RUCO

PROPERTY TAXES PER COMPANY

474,679

s 14,333,826

22.0%

$ 3,1531442

6.9159%

218,089$

COMPANY TRIAL BALANCE

SCHEDULE TJC-6. PAGE 3 OF 3

LINE 7 + LINE 8 MINUS LINE g

PER HOUSE BILL 277g

LINE 10 X LINE 11

PER TAX BILLS

LINE 12 X LINE 13

PER COMPANY25,813_

16 RUCO ADJUSTMENT LINE 14 MINUS LINE 15



Chaparral City Water Company
TEST YEAR ENDED DECEMBER 31, 2008

ADJUSTMENTS TO REVENUES AND/OR EXPENSES
Adjustment Number 4

DOCKET no, W-02113A-07-0551
SCHEDULE TJC-31
SURREBUTTAL TESTIMONY

Rate Case Exuernse

s
$
s

2BD,OD0Estimated Rate Case Expense
Unrecovered Rate Case Expense (Prior Case)'
Rate Case Expense 280,000

Estimated Amortization Period (in Years) 3,0

Annual Rate Case Expense 93,333

Test Year Adjusted Rate Case Expense $ 144.871

increase[decrease) Rate Case Expense $ (51,538)

Adjustment to Revenue and/or Expense $ (51 ,538)

$

Line

1
2
3

4
5
B
7
8
g
10
11
12
13

14
15

16
17

18
19
20
21
22
23
24

s [1] divided by 12]

1 Computation of Unrecovered Rate Case Amount
Rate Case Expense
Amortization Period (yrs)
Annual Amortization amount
Amortization (years)
Total Amortization
Remaining Unrecovered Rate Case Expense

$
$

285,000 [1]
412]

71,250 13]
1.83 [4]

130,388 [5]
154,613 [6]

[4] times [3]
[1] minus [5]



$-(71,000)

Chaparral City Water Company
Test Year Ended December 31, 2006

Adjustment to Revenues and Expenses
Adjustment Number 6

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-32
SURREBUTTAL TESTIMONY

Outside Services Expens_e_

$ 3,500
20.28571 Number of Weeks

1 Weekly Charge
2 January 1, 2006 thru May 22, 2006
3
4 Increase(decreese) Miscel1anec>us Expense
5
6 Adjustment to Revenue and/or Expense
7
8
9

$(7T,000)



(8'I 266)$

Chaparral City Water Company
Test Year Ended December 31, 2006

Operating Income & Expense Adjustments
Adjustment 8

DOCKET no. W-02113A-07-0551
SCHEDULE TJC-33
SURREBUTTAL TESTIMONY

Remove Expensed Items and Capitalize

Per RUCO Outside Services
Per RUCO Outside Services
Per RUCO Repairs and Maintenance Expense
Per RUCO Late Filing Penalty
Per RUCO Outside Services
RUCO Adjustment

$ (11 ,590)
(26,084)
(43,217)

(45)
(330)

(81,266)

Increase (Decrease) to Expenses $ (81 ,266)

Line
No.
1
2
3
4
5
6
7
8

g
10
11
12

13

14
15
16
17
18
19
20
21
22
23
24
25

Adjustment to Revenue and/or Expense

SUPPORTING SCHEDULE
rcnjlant_Remove Expensed items s. Capitalize.xls



CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2006
OPERATING ADJUSTMENT 11 - REMOVE CAP AMORTIZATION

DOCKET no. w-02113A-07-0551
SCHEDULE TJC-34
SURREBUTTAL TESTIMONY

See TJC Direct Testimony



$ 194,666

CHAPARRAL CITY WATER COMPANY, INC.
TEST YEAR ENDED DECEMBER 31, 2006
OPERATING ADJ. #12 - INCOME TAXES

DOCKET NO. W-02113A-07-0551
SCHEDULE TJC-35
SURREBUTTAL TESTIMONY

LINE
NO. DESCRIPTION AMOUNT REFERENCE

1

FEDERAL INCOME TAXES:
OPERATING INCOME BEFORE INCOME TAXES $ 1,516,372 SCH, TJC-28

2
3

LESS:
ARIZONA STATE TAX
INTEREST EXPENSE

83,887
312,488

LINE 11
NOTE (a)

4

5

6

FEDERAL TMABLE INCOME

FEDERAL INCOME TAX RATE

FEDERAL INCOME TAX EXPENSE

$ 1,119,997

34.00%

380,799$

.LINE 1 _ LINES 2 & 3

TAX RATE

LINE 4 X LINE 5

7
STATE INCOME TAXES:
OPERATING INCOME BEFORE INCOME TAXES EB 1,5t5,372 LINE 1

8
LESS:

INTEREST EXPENSE

g STATE TAXABLE INCOME

10 STATE TAX RATE

11 STATE INCOME TAX EXPENSE

12 TOTAL INCOME TAX PER RUCO

s

NOTE (A)

LINE 7 - LINE 8

TAX RATE

LINE 9 x LINE 10

LINES 11

13 INCOME TAXES PER COMPANY FILING

312,488

$ 1,203,884

669B8%

83,887

484,686

270,020 COMPANY SCHEDULE C-1

14 RUCO INCOME TAX ADJUSTMENT

NOTE (al:
INTEREST SYNCHRONIZATION

ADJUSTED RATE BASE
WEIGHTED COST OF DEBT

$ 27,498,329
1.14%

$ 312,488
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